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Pur cations 


In re Board of Conciliation and Investi- 
gation considering request of certain 
groups of railway employees for a wage 
increase of thirty-five (35) cents per hour. 
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General Increases and Reductions in Freight Rates - U.S. and 
Canada - 1997 to 1947 inclusive. 


Comparison of Changes in Wages and Freight Rates and Passenger 
Fares in United States - 1916 to 1922 and 1931 to 1947 inclusive. 


Comparison of Changes in Wages and Freight Rates and Passenger 
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1926-1926 and 1946. 
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Percentage by which Cost of Equipment and Material and Supplies 
to Canadian National and Canadian Pacific Railway Exceeded Cost 
of Similar Material in United States. 


Operating Ratios of Railways in Canada and United States - 1937 
to 1946 inclusive. 
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Description 


Average Hourly Earnings in lianufacturing - Canada and United 
States - 1945-1947, 


Average Weekly Earnings of Employees in Various Industries - 
Canada and United States - as at October 1, 1947. 


ven ee ‘ 
National Income Per Capita - Canada and United States - 1929 
to 1946 inclusive 


hxternal Trade (Exports and Imports ) and National Income - 
Canada and United States - 1929, 198S7 and 1946. 
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IN RE BOARD OF CONCILIATION AND INVESTIGATION CONSIDERING REQUEST 
OF CERTAIN GROUPS OF RAILWAY EMPLOYEES FOR A WAGE INCRRFASE OF 
THIRTY-FIVE (35) CENTS PER HOUR 


STATEMENT OF THE RAILWAYS 


I. INTRODUCTION 


Parties to the Dispute 
l. The railways represented in these proseedings before 
your honourable Board comprise the following companies: 


Canadian National Railways 
and subsidiaries 


Canadian Pacific Railway 
and subsidiaries 


Ontario Northland Railway 


Toronto, Hamilton and Buffalo 


Railway 
Le These Companies operate 92 pereent of the total railway 
mileage in Canada. 
Se The employees presenting this application comprise 65 


percent of the total number of employees of the above companies. 

The only major groups of organized employees not participating in these 
proceedings are those represented by the Brotherhood of Locomotive 
Engineers and by the Canadian Brotherhood of Railway Employees. The 
latter group has made a separate application for exactly the same 
wage increase, while the former group has presented demands for a 
twenty-five percent wage increase, the effect of which would be gen- 
erally similar to the application now under consideration. 

4. A settlement affecting so large a proportion of railway 
employees would inevitably form a precedent in regard to the remainder 
and it may be considered therefore that all railway employees are 


involved directly or indirectly in these proceedings. 
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Se While all the railways named above are represented in 
these proceedings, for convenience in handling this statement refers 


principally to the Canadian National and Canadian Pacific Railways. 


History of the Dispute 

6. Notice was served on the various railways eoncerned in 
these proceedings under date of 20th November, 1947, requesting that 
an increase of 35 cents per hour above existing wage rates be made 
effective 20th December, 1947. A meeting to discuss this notice was 
arranged for 19th December, 1947, at which time, after a discussion 

of the reasons alleged by the employees as justifying their request, 
it was necessary for the railway representatives to advise them that, 
apart from other reasons, the railways were not financially able to 
give consideration to their request. This answer was confirmed in 
writing on 22nd December, 1947. 

7. On receipt of this answer the employees applied to the 
Department of Labour for the services of a Conciliation Officer, and 
Mr. H. Re Pettigrove was appointed. A meeting with the parties was 
arranged by him on 14th January, 1948, at which the respective posi- 
tions of the parties were restated. It was not possible for the rail- 
ways to recede from their position in regard to the request presented 
by the employees, and it was, therefore, necessary for the Conciliation 
Officer to report his inability to bring the parties together and 


recommend the appointment of this Board. 


Employees! Demands 
anne’ 


8. During the discussions on 19th December, 1947, with 


the negotiating committee representing the employees, they stated that 


Lael wie 


BY eR 


4 anit et : oar 
Aue Aes 


a 


7 


Pepin i 


mS tet A 


ht 


Her tat iy figs a: 2 Hb ‘a Rineiihne 


i 
r 


sabi yea batts ye 


Ay DA diy 
i 


2 ae getno: thet ‘wert iio 


Pits 


the basis for the requested adjustment of 35 cents per hour was to 
place Canadian railway wage rates on a parity with those in effect 
in the United States, They also stated that the request was pre- 
dicated on the recent advances in the cost of living in Canada and 
on comparisons between increases obtained by railway employees and 
those reported in other industrial occupations. These latter con- 
siderations, however, were not related by the employees to the 
actual amount of the increase requested. 
Be In the circumstances, the railways assume that the 
employees do not contend that economic conditions in Canada justify 
the demand as they have put it forward, but that they base their 
case primarily on the claim that employees on railways in Canada 
should receive the same rates of pay as employees on railways in the 
United States. In their presentation, therefore, the railways will 
deal first with the questions concerning the relationship between 
wages of employees of railways in Canada and in the United States 
and will analyse subsequently the wage rates of their employees 
in relation to purely Canadien economic considerations. 
Summary of Argument 
10, This statement, in dealing with the issues raised in 
the employees! demands, will show - 
l. That there are fundamental differences between the 
economies and the currencies of the United States 
and Canada. 
Qe That during the period from 1918 to 1922 when 
Canadian wages in Canadian currency followed the 


pattern of United States wages in United States 
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6. 


me me 
currency, this was a reflection of particular ciroum= 
stances existing during and following the First World 
War. 
That since 1922 wages in Canada and wages in the United 
States have been determined by the differing forces 
peculiar to their respective economies. 
That changes in railway wage rates in the United 
States have been accompanied by changes in the level 
of freight rates to offset the costs involved. In 
Canada such a condition has not existed since the 
period: 1918 to 1o2c. 
That comparison between the peneral changes ig freichs 
rates in Canada and the United States showsthe differ- 
ences between these and the advantages enjoyed on 
comparable traffic by United States railways. 


That general economic conditions affeeting railway 


operation in the United States are such as te afford 


a higher level of railway revenue than in Canada. 
That in all Canadian industry average wages paid are 
lower than in similar United States industry, the 
comparison reflecting the differing economic factors 
affecting each industry in each country. 

That the @ifference in wage levels between Oanada anc 
the United States is inherent in the fundamental econ- 
omic differences between the two countries. 

That present railway wages in Cenada in relation to 
the cost of living compare favourably with those dur- 
ing the last period of prosperity in 1926-29 and are 


only slightly below the real wage level of 1939. 
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That a policy of relating wages to cost of living 

is as a general principle unsound. 

That the rise in rates of pay of railway workers in 
Canada since the end of the war has been only moder- 
ately less than the rise in the average hourly earn- 
ings of wage earners in manufacturing as a whole, 
That the overall comparison between present railway 
rates of pay on Canadian railways and those in 
effect for comparable occupations in major industrial- 
ized areas of Canada is not unfavourable. 

That the demands of the employees represent an expense 
that it would be impossible for the railways to meet 
without immediate recourse to a very large increase 
in their charges to the public. 

That the present financial situation of the railways 
is such as to preclude any further increase in wage 
expense» 

That it is in the interests of the Canadian people 
and the employees themselves that transportation 
costs be kept at the lowest possible level consistent 
with the railways being maintained in sound financial 
condition. 

That a wage increase suchas proposed would have dis- 
astrous inflationary effects in an economic situation 


which demands the greatest restraint from every 


citizen of Canada. 
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il. BASES OF EMPLOYEES DEMANDS 
A. UNITED STATES WAGE RATES 
General Considerations 
Lie The employees who are affected by this application 


comprise about eight percent of wage earners employed by industry 
in Canada. They are located in almost every community of any size 
in the country and have traditionally been regarded as one of the 
most responsible groups in organized labour, Changes in their 
wage rates must, therefore, affect the economy of the whole coun- 
try, and particularly should such changes involve a principle 

of relating wage rates of Canadians pate in Canadian currency to 
wage rates in the United States paid in the currency of that 
country. 
Ze The economy of Canada is founded on the exchange 
of a limited number of primary or semi-processed products for a 
large variety of imports not available or not produced in Canada. 
The volume of this foreign trade is more than forty percent of 
the national income. In normal times the exports of Canada must 
be sold at prices set in competition with other producing coun- 
tries. 
13. Transportation charges represent a higher pro- 
portion of the value of primary products than of fully manu- 
factured products. The competitive position of Canada depends, 
therefore, on the ability of the railways to furnish cheap trans- 
portation, The seaports of Canada are separated by great distances 
from the centres of agriculture and industry, and the population to 
support extensive transportation facilities is small. Im spite of 


this Canada has historically had the lowest carrying charge for 


rail freight transportation of any country in the world with the 


single exception of Japan. 
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ae : The Canadian economy, to survive on its present basis, 
must continue to be able to produce and export on satisfactory terms. 
Geographical conditions, however, are such as to impose greater obstacles 


to low-cost transportation in Canada than in the United States. 


15. It is clear, therefore, that transportation charges, of Canadian 
economy 
which wages are a major component, occupy a position of especial im- must 
control 
portance in the Canadian economy and must be determined by the condi- Canadian 
wages, 


tions peculiar to that economy which are entirely different from those 

of the United States. 

16.6 The railways must state most emphatically, therefore, 

that wage levels established in the United States and measured in 

the currency of that country cannot be considered as a proper measure 

of wage levels to be established in Canada in Canadian currency. 

Lt. The fact that the currency of Canada-is quoted in units Currencies 
not same. 

bearing the same name as those of the United States does not justify 

the assumption that these currencies are the same in any respect ex~ 

cept as to name. Indeed, there are a number of different currencies 

bearing this same name many of which quite obviously have no relation 

either to the United States dollar or to the Canadian dollar. 

18. While there may be good historical reasons for the curr- 

ency of Canada being quoted in dollars and cents, it is conceivable that 

the Canadian people might have continued to use pounds, shillings and 

pence as the currency units of their country, as indeed was the case 

in their earlier history and as is still the case in other countries 

of the British Commonwealth of Nations. 

19, In such an event there would have been no justification 

for quoting wages in pounds, shillings and pence in Great Britain as 

having any bearing on wages measured in similar units of currency in 


Canada. As conditions exist no one would contemplate quoting wages in 
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Great Britain as a guide for wages in Australia, although the cur- 
rency of each country bears the same name, Equally there is no jus- 
tification for quoting wages in the United States, measured in 
United States dollars, as a standard for application in Canadian 
dollars to Canadian conditions, 

206 It is admitted that economic conditions in Canada 
more closely resemble those of the United States than any other 
country. Nevertheless, economic conditions in the two countries 

are still so different that, at the present time, it is a matter 

of the gravest, uncertainty as to what would be the relative ex- 
chenge values of the currencies were normal conditions restored 

and a free market for the two currencies established. 

ale The change in the internal purchasing power of each 
currency is shown in the rise inthe cost-of-living index for 

Canada on the basis 1935~392100 to 146,0 as at lst December,1947, 
while the United States comparable index on the same basis stood 

at 164.9 on 15th November, 1947, 

a In the circumstances, it is clear that it is entirely 
incorrect to treat the currency units of Canada and the United States 
as the same unit despite the correspondence in name, and that no 
justification can exist in present conditions for establishing wages 
jn Canada measured in Canadian currency by the standard of United 
States wages measured in United States currencye 

256 At one particular time, under conditions thet will 

be described later in this statement, the standard of United States 
wages measured in United States currency was used to establish wages 
in Canada measured in Cenadian currencye The following review of the 


history of conditions affecting railwey wages and earnings in the two 
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countries, both during and subsequent to that time, will show conclus- 
ively that such conditions no longer exist and that now the use of 
United States wages in United States currency as a measure of wages 

to be paid in Canada in Canadian currency would be unreasonable and 
improper, 

24. In the course of this review from time to time comparisons 
will be made between Canadian and United States conditions in terms 

of money. In considering such comparisons it must always be remembered 
that such money values are expressed in the particular currency of each 
individual country and that they do not infer the same relationships 


in terms of a single currency. 


History of Development of Wage Structure 
eee eae ters ener pe roncenener Some 


256 The demand that the wage rates of employees of railways Demand 
y not new 

in Canada should be the same as those of employees of railways in the one. 

United States is not a new one. It has arisen from the fact that wage 

rates and working conditions of railway employees in Canada were in 

the period 1918-1922. developed generally on similar lines to those of 

railway employees in the United States. The divergent trends in wage 

rates made necessary subsequently by the divergent trends of the 

economies of Canada and the United States have been attacked by 

representatives of the employees before a number of Boards of different 

kinds on different occasions during the past twenty years, but, as will 

be shown in some detail hereafter, such Boards have consistently ruled 

that the wages of employees of railways in Canada must be determined by 

the economic conditions existing in Canada and not by the wage rates 


established under materially different economic conditions in another 


country. 
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266 Prior to 1918, wage rates on railways in Canada had been Situa- 

tion 
developed generally on the individual properties along lines to some prior 

to 1918 - 
degree similar to those governing the development of wage rates on in 

Canada 


railways in contiguous United States territories. At that time there 
was a relatively free movement of people to and fro across the Canadian-= 
United States border, and it was necessary for Canadian railways to be 
in a position to attract and retain sufficient competent staff to man 
the constantly expanding railway mileage and handle the seasonal re- 
quirements of the movement of the grain crop. 

rae During the First World War there was a substantial rise 
in the cost of living in Canada which became particularly marked dur- 
ing the years 1917 and 1918, resulting in demands from Canadian railway 
employees for adjustment of wage rates. These demands were strongly 
pressed, leading in the early summer of 1918 to a threat of strike 
action from the mechanical trades employees of the railways. This 
threat was, of course, particularly grave in view of the military situa- 
tion then existing on the Western front as a result of the successful 
German offensives in March, 1918, and subsequent months. 

28. In the United States the railways had been taken over In U.S. 
by the Government effective lst January, 1918, and were being admin- 
istered by the United States Railroad Administration. The .cost-or= 
living index had followed a course somewhat similar to that in Canada, 
and demands had similarly been presented by railway employees. The 
United States Railroad Administration had established a Railroad Vage 
Commission under the chairmanship of Franklin K. Lane, Secretary of 

the Interior, to study the whole question of railway wages and the re- 


commendations of this Commission were put into effect as from 50th April, 


McAdoo 
Award 
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1918, by General Order No. 27 of the Director General, popularly known 


as the "McAdoo Award", 
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no « The demands of certain of the Canadian railway Canadian 
railways 
employees were in excess of the amounts awarded under General adopt 
iicAdoo 
Order Noe 27 in the United States but, in view of the extreme Award 


gravity of the situation, the railways were willing to offer the 
employees, as the extreme limit to which they could go, treatment 

on a basis similar to that received by railway employees in the 
United States, provided they could be assured of sufficient revenues 
to meet the expense involved. The wage increases that had been 
granted in the United States were to be defrayed by the United States 
Government which was operating the railways, but in Canada the 
railways were for the inmost part still under private operation and were 
incapable of meeting the costs involved. The situation was explained 
to the Government in letter written by Sir Henry Drayton, then Chairman 
of the Board of Railway Commissioners, under date of 15th July 1918, 


as quoted in part below:- 


"The larger railway companies have approached 
me in connection with a threatened strike of rail- 
road employees and in connection with their own 
financial status, 


"The matter is one of such immediate importance 
that I venture to write you at once. The railways 
applying to their salary lists the new Aiierican scale 
under the Award which is known as the IicAdoo Award, 
report as follows; 
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Ce 12, Re Ge Aun Re ORR Mie Re Other Roads Tote 
Increase in rates 
under licAdoo 
Awards $11,004,000 $5,350,000 $4,606,210 $6,639,814 $27,600,020 
Additional over- | 
time under eight 
hour day arrange- 
ment 4202 90000 14807/,000 1,160,470 2, £65000 9,265,470 
Increase in cost 
of material 4,182,000 5,014,000 1,260,000 3,294, 766 33,750, 760 
Total above 
items 19,288,000» 12,171,000 7,026,680 12,130,580 50, 6265260 
Extra imcrease 
account demands 
of shopmen in 
excess of McAdoo 
awar d. 7,880,000 5,391,000 15202, 000 4,757,000 19,930,000 
Total 27 ,A68 ,O00) 17,862,000 8,928,680 16,887,580 70,546 ,260 
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"T+ will be observed that in addition to the increased 
wages as granted by the Award, the above statement includes 
extra demands made by shopmen in excess of the Award. 


"The Railway companies expect that these demands will 
be met in part, You will also observe that the estimate 
also includes increase in cost of material making a total 
sum of $70,546,260. Deducting items other then wage items, 
the wage increases allowed, with the extra wage increases 
demanded by the shopmen, amount to $56,795,494. The railways 
represent that they are entirely unable to provide this 
money. The management of the railways, however, are extreme- 
ly desirous that no strike should occur, and that there be 
no interruption’ to the country's war effort. 


"In the opinion of the railway uenagers the Canadian 
lines ought to adopt the ilcAdoo Award and any extensions 
which may from time to time be made in American Territory. 


"The railway Executives point out that the class of 
work is the same on both sides of the line; that there is 
a great interchange of traffic, with many of their employees 
working on both sides of the line; and that the different 
Brotherhoods are international in their scopee 
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"The Railway Executives also point out that in the 
past the wage scale in both countries has been practically 
the same and are emphatic that the present time is no time 
to attempt to depart from that practice. 


"With everything pointing to a disastrous strike, the 
Railway Executives are most anxious to advise the men, and 
advise them to-day, that the Canadian lines will adopt the 
rate basis of the McAdoo Award, 


"The Companies, however, say that it is impossible for 
them to do this without Government aetion and concurrence. 
The money must be provided from somewhere, either by the 
Government or by increased rate earnings. The railways re- 
present that the present earnings are entirely inadequate. 


"T now deal with the Railways! financial positions For 
this purpose I deal merely with the three large systemseeee 
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"Should the Government determine that the demands of the 
railway workers should be met at least to the extent entailed 
by the McAdoo Award and any amendments of it, the necessary 
moneys can be obtained either through the Government by direct 
taxation, or by increase of freight rates, as has been done in 
American territory. 


"The Board cannot deal with the question of rate increase 
owing to the limitations in rates workec out by the Crow's Nest 
Pass Act and other rate-making agreements. Should the Govern- 
ment be of the view that a strike must be avoided and the scale 
adopted, and conclude that traffic should carry itself, it would 
be necessary that action be taken by the Government under the 
War ieasures Act, suspending the operation of all rate-limiting 
statutes and agreements during the period of the war and until 
thereafter ordered to the contrary¢ 


"T should also point out that the situation cannot be 
met by proceedings before the commission, as such proceed= 
ings would inevitably mean delay: different parties inter- 
ested must be heard, and the labor situation appears to be 
one which permits of no delay. 


"Should the Cabinet determine that similar increases 
are to be made in Canadian territory as in American territory, 
owing to the fact that sone increases have been granted in 
American territory and some in Canadian territory before the 
increases recently made by the Honorable lr. McAdoo, it will 
be necessary that schedules be subsequently prepared showing 
exactly in what amounts the rates are to be increased, so as 
to carry out the principle entailed by a similar rate increase 
in Canadian Territory to American territory." 
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30. As a result the Government on 16th July, 1918, issued 


Order-in-Council, P,C,. 1768, approving the following recoumendations:- 


"(1) The scale of wages of railway employees as fixed 
by the McAdoo Award in United States territory, including 
any amendments or extensions thereof, be applied in Canadian 
territory, in so far as all lines of railway owned, operated, 
or controlled by the Government, are concerned. 


"(2) That the wage scales of privately owned railway 
companies in Canada should be similarly advanced, 


"(3) That increases be made in the freight rates of 
all Canadian Railway carriers, subject to the jurisdiction 
of Parliament, as have been made in the rates of American 
carriers by the Interstate Commerce Commission, and under 
order of the Director General of Railway Administration of 
the United States. 
"(4) That on the acceptance by the Canadian Pacific, 
Grand Trunk, Canadian Northern and other railway companies of 
the said "icAdoo" schedule, the Board of Railway Commissioners 
be required to forthwith prepare a schedule of rates which will 
q prey 
grant similar increases in railway freight rates in Canada to 
the increases already granted in American territory, effective 
as of, August ist, 1919," 
Sl. It will be observed that in adopting the rates of pay 
established or to be established in United States territory under the 
McAdoo Award, the Government recognized the concurrent obligation of 
granting freight rate increases to the Canadian railways comparable 
with those granted in the United States, In actual fact, however, the 
increase in freight rates cranted by the Board of Railway Commissioners 
in Canada meant only 15 percent in freight revenue as compared with an 
increase of 20 percent resulting from the rate increases allowed in the 
United States by the Interstate Commerce Commission. 
32 « It will also be noted that while at this time the railways 
were arguing for the adoption in Canada of wages similar to those established 
in the United States, this was in relation to a demand for wages very 


substantially higher than those established in the United States and 


in a framework which did not justify departure from past practices. 
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erery Subsequent to General Order No. 27 a number of supple- Supple- 


mentary 
mentary orders were issued which had the effect of furthcr increasing orders 
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wage levels of each individual class of employee very substantially, ara 

and in aocordance with the terms of P.C. 1768 these supplementary orders 

were applied also on Canadian Railways, It is worthy of note, how- 

ever, that in certain instances where the employees considered them- 

selves better off under Canadian conditions previously existing they 

chose to remain under such Canadian conditions rather than adopt the 

eondizions placed in effect in tha United States, In the.case of 

train and engine service employees more favourable working rules 

have an unusually pronounced effect on compensation and differentials 

in this regard presently existing favour Canadian employees as com- 

pared with United States employees by as much as 11 to 14 percent for 

engine service and 2 to 5 pergent for train service, 

34. Federal control of the United States railways was Chicaro 
Award 

terminated lst March, 1920, when the properties were restored to pri- 1920 

vate management, The cost of living at this time was rising very 

rapidly in both the United States and Canada under the influence of 

the post-war boom, and further wage demands were made by the railway 

employees in both countries, In the United States these demands were 

considered by the newly established United States Railroad Labour Board 

which on 20th July, 1920, rendered its Decision No. 2 (the Chicago 

Award) granting very substantial increases to the employees. In Canada 

the railways accepted the application of similar increases to their 

employees and were granted relief in the way of a further freight rate 


increase, though again on a less generous scale than in the United States. 


356 Almost immediately following this wage increase in Business 
recession » 
1920 there was a sudden and severe recession in business conditions wage reduc- 


tions 1921. 
both in Canada and in the United States. Prices of commodities 
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dropped sharply, the volume of industrial output was reduced, and 
railway earnings declined drastically. An adjustment in the very high 
wage levels established for railway employees under the Chicago Award 
became both imperative and reasonable and as a result general wage re- 


ductions were made effective to the same degree in both Canada and 


the United States. In Canada, however, there were decreases in Freight 
rate 

freight rates also, effective lst January and lst December, 1921, Reductions 
Canada 


although no such decreases were made effective in the United States, 


56 « The year 1921 witnessed a continued fall in the Wage 
reductions 
cost of living, which was rather more marked in Canada than in the ieee 


United States, and unsatisfactory business conditions made necess- 
ary a further move for wage reductions. These were specifically 
linked in the United States with the need for a reduction in the 
level of freight rates. After hearings before the United States 
Railroad Labour Board in 1922 reductions in wages were ordered for a 
majority of classifications of railway employees and similar reduct- 
ions were again made effective in Canada in that year. In both 


countries there were co-incidental reductions in freight rates but 


the combined effect of the reduction in Canadian rates of 5 percent Freight 
Rate 

in January, 1921, and 10 percent in December, 1921, together with a reductions 
United 

further 7S percent on an important segment of railway tonnage States 
and 


effective lst August, 1922, greatly exceeded the one reduction of 10 Canada 
percent in the United States which was effective from lst July, 

1922, A comparison of freight rate changes in the two countries is 

shown in detail in Railways' Exhibit No. 1 while the relationship 

between changes in wage rates and freight rates is shown in 

Railways! Exhibit No. 2 for the United States and No. 3 for 


Canadas 
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37. It will be observed that during the period 1918 to 
1922 the wage rates of employees of railways in Canada and the 
United States were established on a generally similar basis and were 
adjusted by similar amounts at comparable dates. However, during 
this period there was a relatively free movement of labour between 
the two countries and the economies of both countries were exposed 
with little apparatus of control to the impact of relatively similar 
economic forces. . Both countries experienced the same sharp rise in 
prices and subsequent recession as is shown by the cost-of-living 
imaiecs for beth countries for the period 1913 to 1922 shown in 
Railways! Exhibit No, 4, 

38 6 This shows that up to the end of 1917 the movement 

of the index in each country was very similar. By the end of 1918, 
after the adoption of the licAdoo Award in Canada, the rise in the 
United States had become rather more pronounced, and, while the peak 
‘was reached at the same time in 1920, the subsequent level in 19¢2 in 
the United States was considerably higher in relation to 1913 than 
was the case in Canada. 

396 It should also be noted that the adoption of the 
McAdoo Award in Canada was as a result of a government statenent of 
policy based upon the fundamental consideration that railway freight 
rates should be increased to compensate the railways for the result- 
ing increase in operating expenses. This was similar to the policy 
recognized in the Unitec States, but in Canada, as already stated, 
the upward adjustments euthorized were less extensive and the downe- 
ward adjustments more rapid and drastic, so that at the end of the 
period freight rates as well as prices were at a lower level relative 


+o 1913 in Canada than in the United States. 


Similari- 
ties and 
differ- 
ences 
1918-1922 
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40. Subsequent to 1922 the United States experienced Divergent 
trends 

@ period of marked prosperity and industrial expansion. In Canada after 
Loec 


expansion during this period was later and the resultant prosperity 
lasted a much shorter time, The movement of labour across the border 
to and from the United States became subject to much greater restrie> 
tion and with the tide of immigration flowing to Canada it was poss- 
ible to rely on local sources of supply for seasonal labour. Asa 
result of the increasing insulation of the two economies from each 
other end the difference .in the pace of industrial expansion, wages in 
the two countries were subjected to different economic forces and 


showed @ correspondingly different trend. 


41. In the United States running trades employees gen- Wage 
adjust- 

erally secured increases in pay early in 1924 and a further adjust- ments 
1923-1929 


ment in 1926-27, reflecting the growth in prosperity in the United 
States at these periods. In Canada, conditions were not such as to 
warrant an increase in wages until the end of 1926 after which time 
adjustments were made for these groups similar to those granted two 
years previously in the United States. Train service employees receiv= 
ed a further small adjustment in 1929 but this was not equivalent to 
the increase granted in the United States in 1927 and the difference in 
wage rates between the two countries which existed from 1924 onward, 
except for a very short period in 1926-27 in the case of engineers 

and firemen, recognized the different economic conditions of the two 
countries. 

426 In the case of the mschanical trades increases were 
granted in the United States in 1923, 1926 and 1929, while in Canada 
increases were granted in 1927 and 1929, the net result of which was 

to establish rates in Canada one cent per hour lower than those in 

the United States. Again the increases granted in Canada were rela~ 


ted to the economic conditions existing in that country and were 
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not a mere following of changes in wage rates in the United States as 
is shown both by the dates when increases were granted and the differ- 
ent amounts of the actual increases. During this period wages for 
such employees in the United States were not standardized or handled 
on a uniform basis and the comparison is made with rates established 
on the New York Central as typical of the trunk railways in the north- 
ern partc.or ithe United’ States, 


436 The wage negotiations in Canada which led finally to Denial 
U.S. rates 

the increases granted train service employees at the end of 1926 were Kelly 
Board 

a subject of reference to a Board of Conciliation and Investigation 


under the chairmanship of Mr. Justice Kelly. The employees! claim 
was for increases based on a comparison with United States wage rates 
and was rejected by the Board in these words: (Labour Gazette, Nov. 
1926 » (P.1065 ) 


"From any evidence submitted to this Board there 
does not seem to be any obligation upon the Railway Companies 
in Canada to follow changes of rates of pay in the United 
States. 


"Moreover, it would appear that conditions in the 
United States are different from those in Canada. Statistics 
filed by the railway companies from what. appears to be an 
authoritative source indicate that the cost of living in the 
United States had increased 3 percent from October, 1921, to 
June, 1926, while, as mentioned before, there had been in 
Canada a decrease in the same period of a fraction over 4 per- 
Gent. The statistics also show thet, as compared with pre- 
war conditions in July, 1914, the cost of living in the 
United States to June, 1926, had increased 64.1 per cent, while 
in Canada during that period the increase was 50.4 per cent." 


ans The onset of the depression of the nineteen thirties Onset of 
depression 

was felt earlier by the railways in Canada than in the United States 

due to the short grain crop of 1929 and a sharp decline in wheat prices, 

with their immediate effect on an economy so dependent on wheat export. 


As a result gross revenues of the Canadian Pacific in 1929 decreased 


from 1928 by $19,000,000 or 8 percent, while for two typical Bastern 
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United States railways, the New York Central and the Pennsylvania, 
revenues increased by $15,000,000 (4 percent) and $32,000,000 


(5 percent) respectively. 


456 Due to this early and rapid decline in their revenues 10% wage 
; : deduction 
the Canadian railways were obliged to ask their employees in train and Canada 
1931 


engine service and telegraphers to accept a temporary wage deduction 
iaeoepeemer, 1951. The employees opposed the request and the dispute 
in this regard was referred to a Board of Conciliation and Investigation 
under the Chairmanship of ilr. J. M. Macdonnell. The employees in their 
argument resisted the request of the railways by a plea for parity with 
United States rates of pay whereas the railways argued that the case 
must be decided in the light of Canadian conditions. 

46. In its report the majority of the Board summed up 

the employees' contentions as follows: (Labour Gazette, December, 


1651, P, 1296) 


"2, They contended *that Canadian railroad men Contention 
should receive the same wage rates as similarly classed for UeSe 
employees, with whom they are closely related, on the wage rates 
American side of the International boundry' ". rejected - 

hiacdonnell 
Board 
47. The report dealt with this contention in these 


words: 


"As regards the employees! second point, we 
feel that railway basic wage rates in Canada must be 
based on conditions in Canada and not in the United 
States. We feel that the capacity to earn revenue must 
be an important element in tha payment of wages, and in 
the United States railway earning conditions are sub- 
stantially different from those of Canadian railways: 
traffic in the United States is heavier per mile of 
railway than in Canada, rates have been in many respects 
higher, and in addition freight rates have been recently 
increased to an extent which it is estimated will yield 
the railways an additional #125,000,000 per annum. We 
do not, however, consider it necessary to go at length 
into this point, inasmuch as the existence of differences 
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in the railway wage scales between the two countries has 
already been recognized by the employees in their various 
agreements with the railways since 1924, Moreover, other 
Boards of Conciliation have recognized this difference". 


48, The deduction which was one of 10 percent was eventu- 


ally made effective from lst December, 1931, while employees of railways 


in the United States sustained a similar deduction independently and 
effective only from lst February, 1932. 

49, In June, 1931, before proceedings for a wage deduction 
had been commenced in the United States, the railways in that country 
had placed an application before the Interstate Commerce Commission 
for a blanket freight rate increase of 15 percent to meet their ur- 
gent financial requirements. 


This application was granted ina 


modified and temporary form and, as shown in Railways! Exhibit No. 2, 


was estimated to yield an increase in net revenue to Class I railways 
of the United States of $63,544,000 for the year 1932. 

50. In Canada no rate relief was afforded the railways 

and it became necessary in 1933 to institute a further wage deduction, 
This was again a matter of reference to a Board of Conciliation and 
Investigation under the chairmanship of ir. Justice G. F. Gibsone. 

The employees based their case largely upon the fact that in the 
United Betas the deduction from basic wage rates was to be continued 
at 10 percent and on their claim that the acceptance of the McAdoo 
ree in Canada in 1918 recognized parity between railway wages in 
Canada and the Unitec States. 

ol. In its report the majority of the Board commented 


upon the arguments concerning the iicAdoo Award as follows; (Labour 


Gazette, May, 1933, P. 486) 
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"So soon as the McAdoo Award was promulgated in 
the U.S., Canadian Railway Labour pressed for the adoption 
of the same rates in Canada. The reasons given included 
the similarity of the work, and the approximation of econo- 
mic conditions. If there was similarity in the situations 
of the employees, in the two countries, there was certainly 
no similarity between the employers. In the United States, 
the wages were a war expenditure of the Federal Government 
just entering the War, in Canada they were (except in the 
case of the Intercolonial)costs of private industrial 
enterprises. To impose upon the Canadian Railways the rates 
of wages in the McAdoo Award, meant to increase the railway 
wage bill by some $57,000,000 per annum. (Of all the above 
it was estimated the Government railways! share would be 
$5,600,000). 


"The railways were absolutely unable to find the 
money wherewith to meet any such increases, the details of 
their finances are set out in the letter of Sir Henry Drayton 
attached to the Order in Council P.C. 1768 of 16th July, 1918. 


"Canadian Railway labour had demanded the immediate 
adoption of the McAdoo rates of pay, under the alternative 
of an immediate general strike. The railways had applied to 
Sir Henry Drayton, and on 15th July, 1918, he wrote that 
letter, these passages occurring in it: 


'The larger railway companies have 
approached me in connection with the threaten- 
ed@- strike of railway employees...... 


'The management of the railways........ 
are extremely desirous that no strike should 
‘ occur, and that there be no interruption to 
the country's war effortecccosces 


"With everything pointing to a disastrous 
strike, the railways' executives are most an- 
xious to advise the men, and to advise them 
today, that the Canadian lines will adopt the 
rate basis of the licAdoo Award.........' and 
further on 'the labour situation appears to be 
one which permits of no delay'. 


"Tt was in the urgent and threatening circumstances 
appearing from Sir Henry Drayton's letter that the Government, 
on the next day, 16th July, 1918, as a war measure, adopted 
P.C. 1768, which virtually enacted into Canada the wage rates 
of the licAdoo Award, including amendments of extensions there- 
of. The same Order in Council, by way of recouping the rail- 
ways for this new’enormous load, raised the freight rates in 
Canada by what was 15 percent". 
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Dee The recommendation of the majority of the Board was 
that a further deduction of 10 percent be made effective from lst 
May, 1953, thus recognizing again that wage rates in Canada could 


not be governed by policies or conditions of the United Stetes. 


536 Under the influence of the New Deal the United Different 
economic 

States, in en endeavour to combat the depression, adopted re- and wage 
policies 

flationary policies that were reflected in a rising trend in in U.S. 


wage rates. As a result moves on the part of the railways of 

the United States to increase the percentage deduction from 
basic rates w3re not pressed and by agreement this was maintain- 
ed at 10 percent. Effective lst July, 1934, the deduction was 
reduced to 7% percent, and it was entirely eliminated lst April, 
1935, With a moderate increase in business during 1936 demands 
for a Wage increase were presented which led eventually, in the 
latter part of 1957, to settlements for wage increases of ‘5 cents 
per hour for the non-operating employees and 44 cents per day 
(equivalent to 5s cents per hour) for operating employees. 

O46 In Canada, with the dependence of its economy on In Cnnada 
world trade in primnry products, the adoption of such reflation-~ 

ary policies on an individual basis was not possible end did not 

take place. As a result it was necessery for the reilwsys in 

Canada to press their case for furthzr deductions from basic 

wage rates. The percentage deduction was estrblished for certein 

classes as 20 percent during 1933, but was made uniform for oll 

classes at 15 percent effective 16th December, 1938S. Lt was? 106 

possible to reduce this deduction to 12 percent until Ist January, 


1935, and effective lst Mey, 1935, it was mede 10 percente 
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55 ft the end of 1935 the employees submitted ree . Restoration 
basic 
quests for the elimination of the percentsge deduction from wage 
rates 


wage rates. The conditions existine were not such as to allow 

the railweys to agree to this request and the metter was event- 
ually referred to » Board of Conciliation and Investigation under 
the chrirmanship of Mr. Justice A, K, Maclean. The case presented 
by the employees was primerily that they should receive the same 
treatment as employees of reilways in the Ynited States. In the 
report of the Board th? majority suas with this contention in 


considernble detail. 


566 The employees! case was summarized in the report Ilaclean 
Board 
as follows; (Labour Gazette, February, 1937, P.137) ties 
restoration 
‘In support of their contention the employees basic wage 
presented meny arguments and a large volume of rates to 
historicel and statistical material, In their own Cenadian not 
summary of thoir main case, the consideration first United States 
mentioned is the contrast between the wages being conditions 


peid on Genedian railways within Cenada and those 
on railways within the United States end on lines 
in Canada owned and opersted by United Stetes 
companies Se 
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"Tt was not part of the employees' case that 
railway rates of pay in Caneda compared unfavourably 
with the rates received by other general classes of 
employees in this country. Their msin contention in 
this respect rested on a compnrison of railwy rates 
in Ceneda with those in the United States." 
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576 The contentions paraphrased were denlt with as 
follows :- 


"So far, the problem has been considered from the 
position of tho railways within Canada. A considerable 
part of the employces' case dealt with the relation- 
ship of railwsy wages in Caneda to those in the United 
States. In the basic period, 1926-1929, the scale of 
railwey wages in the United States was represented as 
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having been slightly higher than in Canada; the sub- 
sequent maximum wage déduction made by the United 
States railways was smaller, reaching only 10 percent, 
and this had been fully restored in the United States 
by April 1, 1935. We can apprecinte the place in thé 
thoughts and feelings of the employees a contreat of 
this kind might ceme to occupye 


"It should be noted, however, that the employees, 
very explicitly, do not subscribe to a general rule 
that rates in Canada and the United States should al- 
Ways be spproximately the same, Their argument was 
rather that because the railway managements, and the 
Canadian Government, at times in the past, over the 
protest of the employees, ‘who were of the opinion 
they were entitled to still higher wages had fixed 
wage scales in Canada nt the United States standard, 
they should in consistency have observed the same 
practice on this occasion. 

"As a precedent in this connection the employees 
quoted from the Order in Council (P.C.1768) by which 
the McAdoo eward, applicable to United States railways, 
was made effective in Canada in 1918. In the preamble 
to this Order in Council it was set forth os a consid- 
eration that "the railway companies are of the view 
that the wages paid reilway employees in Canada ought 
to be the same as that adopted in corresponding terri- 
tories in the United States, as the clases of work is 
the same in both countries; that there is a large 
interchenge of traffic, and that as » result, many em- 
ployees work in both countries; and on the further 
grounds that different organizations are international 
in their scope, and that heretofore the wage scales 
in both countries have been relatively the same'. 


"This view of the railway companies was, however, 
only one of five considerations recited in this preamble. 
Another was thus stated: 'That in view of the increased 
cost of living, wages in Canedian territory should be in- 
creased as incrensed in American territory'. The three 
remoining considerations related to ways and means. 
Standing first was an estimete of the added cost of the 
proposed wage increase to the Cenadian reilwnys, $36,865,494. 
fnother consideration was the then 'net carnings' position 
of the various reilweys, which showed them uncble +o meet 
the increased cost. The final considerntion was, *that in 
order to enable the rnilways of Cannda to meet the incrensed 
woge charges which they will be obliged to pay by reason of 
the snereases hereinbefore referred to, the Minister of 
Railwsys and Canals believes that similer action ought oe 
be taken in Cannade as teken under similer circumstances in 


oy ae 


the United States and freight rates be raised in 
Canada as such rates have been raised in adjacent 
United States territory'. It was accordingly 

ordered that upon acceptance of the new wage scale 

by the private railway companies the Board of Railway 
Comaissioners forthwith prepare and make effective 
new freight rate schedules. 


"It was therefore recognized in this Order in 
Council that certain fundamental economic conditions, 
such as the value of money in one country as compared 
with the other, should be taken into account, that 
sufficient railway earnings must exist before addition- 
al charges could be paid, and that similarity in the 
opportunity to earn revenues must be created befors a 
rule should be applied requiring similarity in wage 
scales as between the two countries. 


‘When the basic rates were fully restored in the 
United States on;April 1, 1935, an ‘emergency surcharge’ 
in freight rates on a large number of commodities was 
granted to the United States railways. The railways were 
later advised by the Interstate Commerce Commission that 
these emersency charges ‘could not be regarded as a 
permanent remedy and that the railroads should undertake 
a revision of the rate structure to meet changed conditions’. 
The emergency rates expired on December 31, last, and 
the hearing of the application for revision of the rate 
structure is now proceeding. The full restoration by the 
United States railways of the wage deduction in 1935 was 
strongly urged upon us as an example to be followed now 
by Canadian railways, but unless action in relation to 
freight rates were taken in Canada as was taken in the 
United States, the conditions in the two countries would 
not be similar in respect to the important consideration 
of opportunity to earn revenues, Policy as to freight 
and passenger tariffs is not, as we have pointed out, 
within the matters referred: to us. 


"Separate national control and regulation of earn- 
ings must make the railways of the two countries into 
separate national systems. National policies, such as 
those in respect to development of resources, domestic 
and foreign trade, and price levels, create differences 
in operating conditions for these railway systems which 
are beyond their control. So do georraphy, climate, and 
the distribution of population. While there are many 
advantages in there being like standards and practices in 
the two systems, it seems reasonable to us that, in any 
particular case, similarity in governing factors should be 
established as a fact before the example in one country 
can be urged as a fixed rule in the other," 


and 
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58, The report of the Board recommended a partial restora= 
tion of the deductions during the year 1937 and further restorations 
to be made effective in accordance with increases in gross railway 
revenues. The recommendation clearly recognized that wages of employee 
of railways in Canada could only be determined by Canadian conditions 
and not by conditions existing in another country. 
Digs In the outcome, as a result of a threat of strike action 
on the part of the employees, the deduction from basic wage rates was 
removed in successive stages terminating lst April, 1938, It is of 
interest to note that the application of the formula recommended by 
the majority of the Board, whereby wages would have depended on the 
gross revenues of the railways, would not have warranted restoration 
of full basic wage rates until August, 1941, when the volume of traffic 
was already inflated by the movement of war goods and the payment of the 
cost-of-living bonus had commenced. 

60. Throughout the period of the depression it was necess- 
ary for wage policies for Canadian railways to be based on the economic 
and political conditions facing them in Canada, just as the policy of 

United States railways was based on economic and political conditions 

in that country. As the two economies showed divergent trends reflect- 
ing their different relationship to the rest of the world, so differences 
in wage policies became inevitable and such differences, on each occasion 


when they were challenged, were sustained in the reports of Boards of 


Conciliation and Investigation. 


=o 


6l. The divergence in economic policy made evident in the Relief 
afforded 
different course of railway wages in Canada and the United States is U.S. 
railways 
even more clearly reflected in the course of freight rates in the two through 
freight 
countries. As has been mentioned the railways in the United States rate 
increases 
received the benefit during 1932 of an emergency surcharge to tide 1932-38 


them over the most acute period of depression, This surcharge expired 
S0th September, 1935, but with the restoration of full basic wage 

rates in 1955 a further temporary rate increase was granted. This was 
absorbed into the General Commodity Rate Increase of 1937, while a fur- 
ther rate increase was granted in March, 1958, to offset the costs of 


the wage increase granted in 1937, This correspondence of freight rate 


changes with wage changes is clearly shown in Railways’ Exhibit No, 2. 


626 In contrast the Canadian railways as shown in No similar 
relief 

Railways' Exhibit No. 3, received no freight rate relief whatsoever accorded 
Canadian 

in combatting the effects of the depression and the costs of restore railways 


ing basic wage rates during the period 1935-38 had to be met so far 
as possible out of the revenues available at the current level of 
freight rates and at the expense of the owners of the properties. As 
tas been shown these rates had been established in 1922 on a lower 
basis in relation to 1913 than was the case in the United States; and 
not only had no increase been allowed, but apart froin important and 
substantial decreases made to assist particular sections of Canadian 
business, very numerous reductions had been mace voluntarily by the 
railways in their fight to retain traffic from the inroads of competitive 
agencies of transportatione 

63-64 It is perhaps not surprising that net earnings of 

the Canadian Pacific Railway in 1938, after restoration of full basic 
wage rates, were the lowest ever recorded till that time except for 


the year 1932, at the worst of the depression, when all wages were 
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subject to a deduction of 10 percent. 
64, At the start of the Second Werld War in 1939 the 
developing differences between the economies of Canada and the United 
States had already resulted in wage differentials arising both from the 
different history of wage increases in the period 1923-1930 and from the 
increase secured by employees of railways in the United States in 1937. 
These differentials had also been accompanied by a marked difference of 
policy in regard to freight rates, resulting in a generally lower level 
Of Dreieht rates in Canada. 
65-6 During the years since 1939 the economic development 
ef Canada and the United States has shown a more marked divergence, 
both as a result-of inherent economic differences and as a result of 
different policies of economic control during these years. In Canada 
price and wage control was adopted earlier and continued longer, and 
was probably more generally effective than was the case in the United 
States. 
66.6 The first railway wage movement in the United States 
subsequent to 1939 was in 1941 and it resulted in wage increases of 10 
cents per hour for non-operating employees and 92 cents per hour for 
operating employees, A further movement in 1946 resulted in a general 
increase of 9 cents per hour with an additional 1 or 2 cents for 
oe lower-paid groups. Demands for increased wages were again pre- 
sented in 1945 resulting in an increase of 16 cents per hour effective 
lst January, 1946, and a further 24 cents effective 22nd ay, 1946, 
Wage contracts were re-opened again in 1947 and the non-operating em- 
ployees and certain groups of operating employees have secured a 


further 153 cents per houre 
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67. Wage increases in the United States, therefore, since Relation 
wage 
1939 have totalled 53 cents per hour for non-operating employees and increases 
and 


52% cents per hour for operating employees. This rise in wage rates cost-of- 
A living 

of about 70 percent is set against a rise in the consumers! price U.S. 

index for moderate income families for large cities on the basis of 

1935-1939 = 100 to 164.9 in November, 1947, or 65.9 percent from the 

b9s2 level, 

68. In Canada since August 1939 employees have received ‘Wage 


increases 

the cost-of-living bonus, amounting for non-operating employees, to Canada 
i and 
LOveemts por hour, an increase.of 6 eents per hour effective loth relation 
to cost 

September, 1945, and a further increase of 10 cents per hour effect- of living 
ive Ist June, 1946. This gives a total of 26 cents per hour or 41 
percent. The cost-of-living index on the basis of 1935-3592100 stood 
at_146.0 in December, 1947, or 44.8 percent increase from August, 
1939, The close comparison between the rise in the cost-of-living 
index and the increase in wage rates in each country shows that 
while prices have followed very different courses as a result of 


differing economic forces, the resultant change in the real wage in 


Canada and the United States has not been dissimilar. 


OD, As was the case prior to 1939 the policy in the United Freight 
rate 
States in regard to freight rates has also been materially different increases 
Ue Se 
from that in Canada. Subsequent to the wage increases in 194] an ea 


upward adjustment of freight and passenger rates was granted almost 
offsetting the cost of the wage increases. The increased freight 
rates were suspended effective 15th May, 1943, but at the end of 1946, 
following the wage settlement of that year, the Interstate Commerce 
Commission granted a rate increase which averaged 18 percent, Further 
applications ee been made to the Commission by the railways, both 


prior and subsequent to the recent wage increase; already an emergency 
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increase has been granted of 20 percent and the Commission is still 
considering its final decision. 
706 In Canada, as has been the case since 1922, no general 
change in freight rates has been authorized, although an application 
for a freight rate increase was made to the Board of Transport 
Commissioners in October, 1946, Accordingly, with rates that were 
until recently frozen at the abnormally low levels of 1939, a 
level even below that of.1922, the railways have had to bear increases 
in the cost of wages and supplies which were estimated for the fee ned 
before the Board of Transport Comuissioners in connection with the 
freight rate application, on the basis of rates of pay and prices in 
effect in 1939, as $165,000,000. per annum. 
ake It is apparant, therefore, that both in the fields 


of wage rates and of freight rates the policies of Canada and the 


United States have differed very materially, and particularly so since 


1939, The difference of treatment in regard to wages was the subject 
of challenge by the employees in 1943 when they presented demands to 


i} 


the National War Labour Board for the establishment for employees of 


Canadian railways of rates of pay comparable with those established 
for employees of United States railways. 

Tess The Board gave careful consideration to the argu- 
ments presented by the employees and by the railways and in its 
decision denied the request of the employees for the establishment in 
Canada of rates of pay based on those of the United States. In its 


ae ae . (pase! Exhibit No. 5) the Boa state 
Reasons for Decision R.D. 242 (Railways' Exhibit No. 5) the Board stated 


in part as follows:- 
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"Holding the view we do, it is unnecessary to 
examine in detail the arguments in this regard and which 
were presented with great skill and force on behalf of 
both the employees and the employers because this Board 
is of opinion that under the Wages Control Order, P.C. 5963, 
the comparisons authorized to be made by Section 25 of that 
Order must be restricted to industries in Canada. In order 
to,make proper comparisons with wage rates paid in similar 
jobs, positions or occupational classifications in countries 
other than Canada there -wculd be required an involved and 
detailed study and examination of and inquiry and investiga- 
tion into very many factors and conditions which were never 
contemplated by the Order. The whole policy of control of 
wages and prices in this Country is entirely distinct and 
unrelated to the economy of the United States. This Board 
1s satisfied that comparison of wage rates paid in the 
two countries is neither permitted nor reguired in the 
administration of P.C, 5963. In fact this Board is of 
opinion that for the purposes of interpretation and adminis- 
tration of all relevant Orders in Council comparisons must 
be restricted to industries in Canada, 


"This is not the first occasion on which this ques- 
tion has come béfore the Board, Im its decision in re 
National Maritime Federation, National Seamen's Associa- 
tion of Canada and Various Shipping Companies (Dominion of 
Canada Labour Service 38-1049) this Board said: 

MN eeeees the applicant unions did not even, try to 
put the case on a comparative basis as required by 
Section 25 of P.C. 5963. The only comparison 
offered was that with American rates, which, under 
P.Cs 56S, (is Gpreteyans.” 


Again in considering the British Columbia Electric Railway 
Cottpany Case (44 Labour Gazette 274), this Board said: 


"Now, the union has sought to make a comparison with 
Seattle, pointing out that the Order in Council is 
silent with respect to points of comparison outside 
of Canada, We have already intimated in a case - =~ 
I think it was the National Maritime Federation case, 
; have forgotten the reference in the Labour Gazette 
nd other publications - - that we were rather of the 
neo T ae that such a contention cannot prevail, be- 
cause primarily the purpose of the Order in Speke hos 


was to stabilize wages as they existed in Canada. 


With these pronouncements this Board is completely in accords 
The many arguments submitted to it on the hearing of this 
application failed to convince the Board that said Section 25 
enabled or permitted comparison of wage rates pre evailing in 
any industry in Canada with wage rates paid to employees in 


a similar industry in United States." 
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73e¢ The decision of the Board directing an increase of 

6 cents per hour, as is clear from the Reasons for Decision, was 
based entirely on comparisons with wages in effect in other Canadian 
industries and was to remove inequities, which, in the opinion of 
the Board, had developed as between railway wages and wages in out- 
Sidetindustry., The decision clearly recognized the differences that 
had developed between the Canadian and United States economies as a 
result of different wartime control policies. 

746 To summarigs the development of wage rates in Canada 
and the United States since 1918, there was first a short period of 
four years when the actual rates of pay decided on in the United 
States were adopted in Canada, This was in the face of demands by 
Canadian railway employees for wages higher than those in the United 


States and reflected th 


re 


e policy laid down by the Government of Canada, 
This policy provided for adjustments in freight and passenger rates 
being made corresponding with increases in waze costs to protect 2n 
some measure the net earnings of the railways. 

75 0 Following this short period during which wages were 
established on a common level in the two countrics divergent trends 
began to become apparent as a result of the rapid industrial develop- 
ment in the United States. This divergence was heightened by govern= 
ment policies adopted in the United States during the depression years 
directed towards raising internal purchasing power which it was imposs=- 
sble for Canada to imitate owing to her dependence on world. trade and 
world pricese 

766 Finally, as a result of the Second World War and of the 


economic policies adopted to meet its impact in each country, more 
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substantial economic differences have been created which sare reflected 


both in wage and price levels. 


Railwey Economic Comparisons 


—_ 


77. During the preceding analysis of wage changes in Compari- 
son of 

Canada and the United States, a number of references have been made freight 
rates 

to the correlation of freight rate changes and wage increases in the major 
factor 


United States and to the lack of such action in Caneda apart from the 

period 1918-1920. The relationship of freisht rates es between Canada 
and the United States is one of the major factors to be considered in 

assessing the differences in economic forces affecting railwey trans= 

portation in the two countries. 


78, In Railways! Exhibit, No. 1 are shown the general in- 


——> 


creases and reductions in freight rates in the United States and 
Canada during the period since 1917. There are shown in parallel 


columns and as far as possible in chronological relation, 


TQ. In Railways! Exhibit No. 2 the increases and reduce Correla- 
tion 
tions in freight rates in the United States have been correlated with freight 
rate and 
increases and reductions in rates of pay for years 1916-1922, when wage rate 
change s= 
there were generally similar conditions in relation to changes in U.S. 


the cost of living, railwey wages and railway revenues in Canada 

and the United States; and also in the period 1931-1947 when in the 
United States, under a policy of maintaining a close relationship 
between reilway wage costs and railway revenues, relief was afforded 
the railways by means of increases in freight rates whenever, either 


as a result of the restoration of basic wage rates or of their in- 


crease, total expenditures for wages were substantislly increasede 
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80. _ In Railways! Exhibit No. 3 similar information is 
shown for Canada where generally similar but in total less favourable 
adjustnents were made during the period 1918-1922, but where, since 
1922, all increases in wage expense have had to be absorbed out of 
revenues based on freight rate levels of 1922 as eroded by subsequent 
competition of other agencies of transportation. 
8l. Judgment of the Board of Railway Commissioners for 
Canada in General Order No. 366 (27 C.R.C. 153) by which freight rates 
were reduced in 1922 contains the following paragraphs dealing with 
the relative levels of freight rates in Canada and in the United 
States at that time:- 


"To or three years ago, and before the 
general increase in rates in the United States 
authorized by the Interstate Commerce Comnission 
under Ex Parte 74, effective August 26, 1920, a 
careful comparison was made between the general 
level of freight rates in Canada and the United 
States which showed, having regard to all tne 
controlling conditions, that the general level 
was slightly in fevor of the Canadian shipper." 


66) Oo Orel 0,9 OLe + 01 ea 5G: B.O 0/0) 29 2 


"Notwithstanding that the employees of 
the Canadian railways were granted increases in 
wages equal to those in the United States and 
that increased costs and war conditions bore 
even more heavily upon railway conditions in 
Canada than in the United States, the increase 
in rates as authorized by this Board did not 
bear as heavily on the Camadian public as the 
snerease authorized in the United States by the 
Interstate Commerce Commission, as will be clearly 
evidenced by the following. ‘ 


"These general increases, commonly known as 
the Forty Per Cent increases, although in fact they 
averaged appreciably under that figure, became 
effective in the United States on the 26th Day of 
August, 1920, and in Canada on the 13th day of 
September, 1920. There has been no general de- 
crease in freight rates authorized in the United 
States since August 26, 1920, although there will 
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be a general deorease of 10% effective July l, 
1922. On the other hand the increased rates 
effective September 13, 1920, in Canada were 
subject to a general decrease of 5% January 1, 
1921, and a further general decrease of 10% 
Wecenber Vy loe teow ee a sine” 


"Subsequent to the general increase in 
1920, there have been a large number of substan- 
tial reductions in Canada between various points 
on different commodities. In Canada, among the 
more important reductions made by the railways, 
were the grain rates from Fort William and Lake 
ports to the Atlantic Seabord and Hastern Canada; 
on livestock on which a reduction of approximate~ 
ly 25% was made in July, 1921, from the rates 
effective September 1920; on hay in Eastern 
Canada; on lumber from the Pacific Coast to eastern 
points; on wool and hides from westérn to eastern 
Points, SCs, 7 ote. 


"In the United States a reduction in carload 
rates on grain, grain products, and hay in the Western 
and Mountain, Pacific groups became effective in 
January, 1922; rates on livestock in the same groups 
in excess of fifty (50) cents per 100 lbs. were 
reduced 20 percent, but not below fifty (50) cents 
in October, 1921; and carload rates upon products 
of the farm, garden, orchard and ranch were reduced 
ten (10) percent in January 1922. These are the 
only three instances where reductions were made 
covering the entire country, or the whole of any 
one or more rate groups, since the increases of 
1920 became effective. These rates are not being 
further reduced in the United States July 1, 1922," 


82.6 It is estimated that the effect of the various changes Level 
still 

in the period 1918-1922 was to leave the general level of freight lower 
192 

rates in the United States approximately 12 percent higher in rela- 

tion to 1917 than that in Canada. 

83. Starting with this basic differential in favour of Sub se= 
quent 

thé United States railways, the marked difference in treatment differen- 
or) 

received by the United States railways in subsequent years, 4s freight 
rate 

contrasted with those in Canada will be observed. changes 

84. In the period lst February, 1932, to 1st July, 1934, Period 

1932-1934 

as shown by Railways! Exhibit No. 2, a 10 percent wage deduction was increases 

US. 


in effect in the United States, In addition to this deduction, which 
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resulted in a saving in wage payments to the United States railways 
of $390,884,000, the railways were granted an increase in freight 
rates (Ex Parte 103) which yielded, in the two years 1932-33, 
$111,815,000, 
856 Basic wage rates were restored on a progressive scale 
coumencing lst July, 1934, the full restoration being accomplished 


effective Ist April, 1935. During this period the United States 


railways were saved a further amount of $82,891,000. in wages as compa= 


red with tnose wnich would have been paid at basic rates of pay. 
866 In the same period they were granted an increase. in 
fréight rates (Ex Parte 115) to replace the inorease under Ex Parte 
103 which had expired 30th September, 1933, This increase yielded 
the railways in 1935 an additional revenue of $74,411,000. and in 
1936 (when the wage deductions were no longer effective) of 
#119,799,000, This increase lapsed 3lst December, 1936, but was 
replaced by permanent increases in 1937 under General Comnodity 

Rate Increases - Ex Parte 115 re-opened - which were estimated to 
produce an annual increase in revenue to the railways of $69,121,000, 
Thus in the five year period 1932-1936 inclusive, in addition to a 
reduction in wage expense of $473,775,000 as a result of the deduc- 
tions from basic rates of pay, the Class I railways of the United 
States benefitted by increases in revenue aggregating $306 ,025 ,000 
and subsequently received a permanent increase in their freight rate 


structure. 


a7. ‘eanwhile as is shown in Railways! Exhibit No, 5, the 


Canadian railways were bearing as best they could the economic effects 


of the business depression without any relief whatsoever in the way 


of incroased freight rave Thera are the 


history of 
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employees of railways in tne United States anc Canada during the 


Canada - 
no 
changes 


depression years is largely related to this fundamental difference 


in economic policy. 


88. In the period 1937-38, as previously mentioned, a 1937-38 
increase 
wage increase was agreed on between the United States railways and Use Ss 


their employees, the estimated annual cost of which was $130,000,000, 
exclusive of payroll taxes. Proceedings for a rate increase were 
immediately commenced before the Interstate Commerce Commission (Ex 
Parte 123) and increases were pranted effective 28th March, 1938, 
which were estimated to produce an annual increase in revenue of 


$130,000,000, or the equivalent of the cost of the preceding wage 


increasee 


89.6 In 1941, further wage increases were granted to 1941-42 
increase 
United States railway employees estimated to cost $389,000,000 U. Se 


per annum, based on the employment level of 1942, Again proceed- 
ings were commenced before the Interstate Commerce Commission (Ex 
Parte 148) and increases were granted in both\freight and passenger 
rates estimated to produce an annual increase in railway revenues 


of $366,021,000, effective from 18th March, 1942. 


GOK In April, 1943, however, an application was made by 1943 
suspen= 

the Office of Price Administration and the Director of Economic sion of 
increase 

Stabilization of the United States, to the Interstate Commerce Ua Ss 


Commission for suspension of the increases authorized by Ex Parte 
148, for the reason that the increased volume of traffic had rendered 
unnecessary the continuance of the increased rates and upon the 
ground that if the increases were allowed to remain in effect the 
Government's programme to prevent inflation vould be jeopardized. 

91. As a result of this application the Interstate 


Commerce Commission suspended the application of the Ex Parte 148 
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increases in freight rates from 15th May, 1943, but allowed the 

increases in passenger rates, aggregating some $85,308,000 per annun, 

to remain in effect, with the exception of commutation passenger farese 

We This suspension remained in effect in spite of the 1946 | 
increase 

subsequent wage increase granted in 1943, but with the wage increases U. S. 

made effective lst January and 22nd May, 1946, the financial situation 

of the railways was gravely imperilled. Application for freight rate 

increases was again placed before the Interstate Commerce Commission 

and as an emergency. measure the Commission (Ex Parte 148 re-opened) 

reinstated with certain additions the rate increases originally granted 

in Ex Parte 148 and subsequently suspended. This emergency increase, 

which was effective from lst July, 1946, to Sist December, 1946, is 


estimated to have increased railway revenues by $180,000,000. 


eal Effective lst January, 1947, this increase was super- 1947 
increases 
seded by more substantial increases granted under Ex Parte 162, com- Ue Se 


prising an increase in the freight rate level averaging 17.6 percent 
and estimated to produce an increase in carrier revenues of 
#$1,000,000,000 per annum. Furthermore, passenger rates have been 
increased generally during 1947 by 10 percent, with a revenue increase 
of $31,751,000 per annum and mail rates were increased by 25 percent 
effective 19th February, 1947, with an estimated annual revenue increase 
of $34,500,000. 

94.6 The increase granted by the Commission was insufficient 
to meet the revenue needs of the carriers in the face of rapidly rising 
expenses, so a further application was placed before the Commission dur- 
ing 1947. With the conclusion in September of an agreement for a 
further wage increase to the non-operating employees and a subsequent 


settlement with the train service employees it was necessary to amend 


the application to cover these increased costs also. 
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26 Recognizing the immediate need of the carriers for 
relief the Commission authorized a temporary increase of 10 per- 
cent in freight charges effective from 13th October, 1947, and 
increased this to 20 percent, effective 5th January, 1948, subject 
to certain tiaxima made effective 13th January, 1948, as a result 
of which the actual increase averaged 16.9 percent. In the mean- 
time, the railways! application for permanent increases, which 
average some 29 percent, is still under consideration. 

96. The situation of the railways in Canada in regard 
to freight rates is in startling contrast with the policy in the 
United States. During the war freight rates, still at or below 

the 1922 levels, were frozen under the operation of price control. 

As a result it was not possible for the railways to adjust even 
rates set at an unduly low level for competitive purposes with the 
disappearance of such competition. 

ye In October, 1946, the railways, faced with cnormous 
increases in their wage expense and in the cost of materials, applied 
to the Board of Transport Commissioners for increases in freight 
rates to afford them some relief from the burden of such expenses 
already incurred. The hearings in this regard continued during 
practically the whole of 1947 and no relief has yet been granted 
the railways. 

98. Railways' Exhibit No. 6 contains illustrations of 
the great disparities which have been created in individual freight 
rates in the two countries by the application of these general re- 
visions. It shows the fluctuations which have taken place in the 


rates on three basic commodities which move in large volume, namely 


coal, lumber and livestock, and also in what are knovm as the class 
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rates, which apply to the movement of the great bulk of merchand- 

ise traffic on which specific commodity rates are not named. In 

each case the statement starts with rates equal in money amount in 

the United States and Canada in 1917 and shows the changes in the 

United States up to the emergency increase effective Sth January, 

1948, and in Canada up to 1922, since which time the Canadian rates 

have remained unchanged. The resulting rates are compared as they 

stood on 5th January, 1948, and the percentage of increase over ey 

is shown in both casese 

996 Sheet No. 1 of this Exhibit shows that in the Coal 

Bastern States the percentage increase in the rates on bituminous 

coal has been from 100 percent to 135 percent while in Bastern 

Canada the increase varies from 23 percent to 50 percent. In the 

Tlestern States the percentage increase varies from 95 to 125 

percent and in Western Canada from 23 percent to 50 percent. 

100. Sheet No. 2 shows a similar comparison of rates Lumber 

on lumber, the percentage incresse in the Eastern States varying 

from 135 to 164 percent and in Zastern Canada from 46 to 65 percent. 

The spread is substantially the same in Western territory. 

101. Sheet No. 3 shows a similar comparison of rates on Livestock 

livestock, Inthe Bastern States the increase amounts to 164 percent 

while in Bastern Canada it varies from 44 percent to 47 percents 

In Western territory the contrast is just as striking, representa- 

tive rates in the Western Stetes having advanced from 111 percent 

+o 201 percent, while in Western Canada the increase on similar 

rates varies from 25 percent to 27 percente 

102.6 sheet No. 4 shows a like comparison of the increases Class 
rates 

in the merchandise class rates in the two countries. In the Hastern 


United States the increase varies from 223 percent to 231 percent, 
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while in Bastern Canada it varies from 80 percent to’ 82 percent. 

In the Western States the increases range from 152 percent to 159 
percent; in Western Canada from 50 percent to 52 percent, 

103. In all cases the Canadian rates have not been in- 
creased above the levels established in 1922 and even should the 
Board of Transport Commissioners authorize in full the increases 
applied for by the railways, the Canadian rates would still be 
substantially below those currently established in the United States. 
104. There is yet another striking disparity in the posi’ 
tion of Canadian railways and United States railways in the matter 
of freight rates applicable on particular commodities, which is 4 
question distinct from the application of the blanket or reneral 
increases in freight rates enjoyed by the United States railways. 
105-6 Grain and grain products in 1946 represented 22.4 
percent of commodities originating on .Canadian railways. The 
carriage of these products is the most important single source 

of railway tonnage. The comparative level of freight rates allowed 
on this movement is therefore a matter of great moment to Canadian 
railways. 


106. Railways! Exhibit No. 7 shows a comparison of typical 


ea ee 


freight rates on wheat from representative points in Western Canada 
to Fort William, and from points in North Dakota and Montana to 
Duluth, for approximately equal distances, both as these rates 
existed in January, 1917, and as they exist today. 

107. A glance at this exhibit will show that the rates 
enjoyed by the United States railways exceed those in Canada by per~ 


Je 1S3f, 
centages ranging from #27 to H®. 


Grain 


108, As examples of maximum and minimum spreads the rate 
from Whitemouth, Man., to Fort William, a distance of 365.5 miles, 
is 14 cents per 100 lbs., while from Ellendale, N D,, "60 Duluth, 

the same distance, the rate is 30.3 cents or 116 percent higher. 
109. From Calgary, Alta, to Fort William, a distance of 
1,242.0 miles, the rate is 26 cents per 100 lbs., while from 
Eureka, Mont., to Duluth, a distance of 1,240.4 miles, the rate is 
73.8 cents or 184 percent higher. 

110. It is difficult to imagine a more effective illustra- 
tion of the fact that, whatever similarity there may be in the situa- 
tion of the employees in the two countries, there is none in the 


Situation of the employers. 


lll. These Canadian grain rates are statutory rates fixed Crow's 
Nest 

by what is known as the Crow's Nest Pass Act of 1898 (now incorpo- Pass 
Act 


rated in Section 325 (5) of the Railway Act). They camot be 
advanced without the sanction of Parliament, no matter what justifi- 
cation for an advance may exist. 

lize Originally these rates applied only to eastbound 
grain, but, by an order of the Board of Railway Commissioners made 
in 1925, the same basis of rates was applied to westbound grain for 
export, and consequently the same or comparable spreads exist in 
westbound rates to Vancouver as compared with United States westbound 
rates to Seattle, 

113. Railways' Exhibit No. 8 shows that these westbound 
United States rates exceed the rates in Canada for comparable dis- 
tances by percentages varying from 1357 to 162 percent or by 32 to 


40.6 cents per 100 lbs. 
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114. A comparable situation, though one which does not "At-and- 
East" 

bear quite so heavily upon the Canadian railways, is that of the grain 
rates 


so-called “ateand-East" grain rates, applying to the movement of 
grain for export from the Georgian Bay ports to the Canadian 
Atlantic ports. 

115. These export rates are controlled by the rates from 
Buffalo to New York City and unless the oe railways met the 
United States rates, the traffic would be lost to Canadian ports 

and shipping. 

116, Railways Exhibit No. 9 shows that while the rate per 
100 lbs. is the same, viz. 17.4 cents from Buffalo to New York and 
from Georgian Bay ports to Saint John and Halifax, the average dis- 
tance from the Bay ports to Saint Jghn is 505 miles greater by 
Canadian Pacific and 635 miles greater by Canadian National and to 
Halifax 798 miles greater by Canadian National than the distance 
from Buffalo to New York. 

117. It will be seen, therefore, that the Canadian railways 
are obliged to haul this large proportion of their Atlantic export 
traffic two or three times the distance for the same rate which their 


United States competitors receive for a haul of 440 miles. 


Lhe The Canadian railways suffer the same disadvantage Exports 
: and 
as against their United States competitors in relation to the imports - 
Maritime 
whole volume of export and import tonnage moving between Ontario ports 


points and the ports of Halifax and Saint John. 

119. Notwithstanding the much greater distance to the 
Canadian Atlentic ports, the export rates are held down by the force 
of the competition to the level of the export rates in effect to 


New York City. On import treffic the rates are controlled by the 


A 


Pes 5 


AUNT 
Na aa et 
! anit tet 
Ya ly 


Lyre Mave 


» £5 = 

import rates through the port of Baltimore, the distance from 
which to Ontario destinations is even shorter than from New York 
City. 

LOR This situation, with its attendant unfortunate con- 
sequences for Canadian railways, is primarily the result of geogra- 
phical disadvantages, but in the maintenance of rate equality 
between the ports of Halifax and Saint John and competitive United 
States ports the railways are fulfilling the policy of encouraging 
the use of Canadian ports that has been laid down on a number of 


occasions by the Government of Canada. 


Lois The preceding paragraphs have dealt with comparisons Other 
conside= 

of the general level of freight rates, and of the rates applicable rations 
affecting 

on specific commodities forming a large part of the total tonnage revenues 


handled, as between Canada and the United States. The level of 
freight rates is directly reflected in the operating revenues 
available to the railways in each country, but these operating 
revenues, and particularly the net earnings that can be derived 
from such revenue, are also affected by more general economic 
considerations. 

ee cae In making the following comparisons to bring out these 
general economic considerations individual railways in the United 
States have been used. The roads selected are those used by the 
employees in presenting their case to the National War Labour Board 
in 1943 for the establishment of parity of wage rates for employees 
of Canadian railways with employees of railways in the United States. 
es «. The use of these individual railways for the purpose 
of comparison is not entirely satisfactory in that none of them is 

a transcontinental railway in the sense in which the Canadian 


National or the Canadian Pacific may be so described. Two of them 
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(the New York Central and the Pennsylvania) operate only in the 
East and three (the Chicago, Burlington and Quincy, the Great 
Northern and the Northern Pacific) only in the West. However, it 
is still possible to draw from them comparisons that are both 
significant and striking by comparing the lines in Eastern Canada 
of the Canadian National and Canadian Pacific with the railways 
located in the Eastern territory of the United States, and the 


lines in Western Canada with the railways in the West of the United 


States. 

24% Railways' Exhibit No. 10 shows & comparison of popu= Greater 
popula- 

lation per mile of road in Canada and the United States, For the tion per 
mile UeSe 

two countries as 2 whole the United States has a population per railways 

mile of road more than double that of Canada, The same is true 

for the comparison of lines in Eastern Canada with the Eastern 

United States railways selected. It is also generally true in 

regard to lines in Western Canada and the Western United States 

railways, although in this case the population per mile of road 

in states served by the Great Northern and Northern Pacific is 

not quite double the Canadian figure. 

125. Railways! Exhibit No. 11 shows how this higher Greater 

density 
density of population served is reflected in the density of of traffic 
; UeSe 
traffic in the two countries. Revenve freight ton miles per railways 


mile of road in the United States, as a whole in 1946 was 
practically double that in Canada. Passenger miles per mile 
of road were more than double those in Canada. As aresult, 
total operating revenues per mile of road in the United States 


in 1946 were 98% greater than in Canada. 
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126-6 . In the East the operating revenues per mile of road Greater 
revenues 
for the New York Central are over twice those of the Canadian per mile 
eee i p U. Se 
Pacific, Hastern Region, while those of the Pennsylvania are more railways. 


than three times as great. In the West the three roads shown 

exceed the Canadien Pacific, (Prairie and Pacific Regions) in 
earnings per mile of road by from 59 to 67 percent. 

127% It is particularly significant to note that in 

1946 the Canadian Pacific operated 17,037 miles to earn a revenue 

of $294,545,601, while the New York Central, operating 63 percent 
that mileage, earned $616,784,755 or more than double the revenue 
of the Canadian Pacific; and the Pennsylvania, operating 59 percent 


Mm 


of the Canadian Pacific mileage earned 3822,007,085 


S 3 


, 0m nearly 


three times the Canadian Pacific revenue. 


128. Similar comparison can be made with the three Western 
United States railways which are particularly striking if based on 


the mileage and operating revenue of Canadian Pacific western Lines, 


129s Railways! Exhibit No. 114 shows how this relative 
rs ee 


—- 


density of traffic is reflected in revenue ver train mile in the 
United States and Canada, In passenger service in 1946 the revenue 
per passenger train mile in the United States was $2.81 as compared 
with $2.20 in Canada; in Freight train service the revenue per train 
mile in the United States was $9.80 as compared with $6.82 in Canada e 
The widening spread between the revenue per train mile in the United 


States and Canada from 1926 to 1946 will also be observed, reflecting Greater 


revenue 

the economic conditions that have permitted the increasing differen- per train 
mile U.sSe 

tial in United States wages above Canadian wages. railways. 


130, Railways! Sxhibit No. 1é shows the traffic handled 
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per employee on Canadian railways eas compared with United States 


railways for the years 1939 and 1946 and illustrates the compara- 
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tively favourable results enjoyed by the Unitec States railways by 


reason of the greater traffic density in the latter country. 


131. Railways' Exhibit No. 13 shows the percentage re- Operating 
payroll - 

lation of operating payroll to operating revenue for the years Operating 
revenue 


1939-1946. It will be observed that the greater amount of traffic 
handled per employee is reflected in a lesser proportion of 
operating revenues allocated to payroll purposes in the United 
States, except for the year 1946 when the very substantial wage 
increase in that country was not offset by a freight rate increase 
until the comparatively small emergency Heoreace in July. With 
the permanent increase authorized in Ex Parte 162 the relationship 
of payroll and revenues may be presumed to have again become more 


favourable to United States lines in 1947, 


132.6 Railways' Exhibit No. 14 shows a comparison of Compari- 
son 
freight revenues and total operating revenues per mile of road railway 
revenues 
for all Canadian railways; for the Class I railways of the U,S. and 
: Canada 


United States; for the Canadian National and Canadian Pacific, 

Lines East and West and total; and for the five railways selected 

in the United States, for the ten year period 1957-1946, 

ne This Exhibit cannot readily be summarized but special 
attention is directed to it showing as it dees the uniformly more 
favourable results of operations in the United States compared with 
those in Canada in the pre-war period, under war conditions and since 


the end of the war. It is a convincing proof of the very material 


operate in Canada and in the United States, 
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134. In any comparison of the basic economic conditions 
under which the railway systems of the United States and Canada 
are operated the relative cost of equipment, materials and 
supplies in the two bance is a factor that cannot be 
neglected. 
135. In Railways' Exhibit No. 15 are shown, for a number 
of the items in these categories which are bought in large volume 
by the railways, the percentages by which Canadian prices exceed 
those of the United States, 
136, It will be seen at a glance that in spite of the 
generally high level of prices in the United States - or in many 
cases because of this high price level, as the source of supply 
for Canadian railways is from the United States - the Canadian 
railways in their necessary purchases are at a serious disad- 
vantages 
1S7~ It has not been found possible to make a precise com= 
parison of the relative cost in the two countries of all the many 
thousands of different items which a railway company necessarily 
buys, but some idea of the excess in total cost to the Canadian 
railways may be gained by considering the cost to the Canadian 
National and Canadian Pacific in 1947 of the equipment, materials 
and supplies comprised in the first six items shown in Railways! 
Exhibit No. 15 dovm to and including "Fuel 011" as compared with 


the cost of the same commodities to a United States railway. 
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138. The additional cost to the two railways of these 


items alone for the year 1947 was $40,341,866 made up as follows: 


‘Box Cars $3,664,000 
Locomotives (Diesel Electric) 635,518 
Coal (Locomotive ) 33,876 ,640 
Rail 1,208 ;8e2 
Track Fastenings $81,747 
Fuel Oil 948,139 

$40,341,866 

139. As against the advantage possessed by the United 


States railways in these items, it is proper to point out that with 
regard to forest products, principally ties and lumber, which are 
also bought by the railways in large volume, the Canadian railways 
possess an advantage over their United States competitors. In the 
case of the Canadian Nati onal and Canadian Pacific this involved a 
saving in 1947 of approximately $2,881,000 as compared with the 
cost of the same volume of materials for a United States railway. 
140, With the exception of forest products, however, and 
the relatively small items of track spikes and brake shoes, the ad- 
vantage lies with the United States railways in regard to the items 
shown in Railways' Exhibit No. 15, the percentage ranging from 0.6 
for track bolts to 64.8 for locomotive coal, the latter being the 
largest single item of consumption, 

141. This substantial difference in the cost of equipment, 
material and supplies to Canadian railways reflects a significant 
lack of similarity in regard to this basic economic condition as 
compared with United States railways. 

142. The summation of all the factors which have been dis- 
cussed ~ freight and passenger revenues; wages; cost of materials 
and supplies; is tc be found in the operating ratios of the 


railways of the two countries. 
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143. In Railways' Exhibit No. 16 are shown the operating 
ratios for the years 1937-1946 for all Canadian railways, all 
United States Class I railways, the Canadian National, the Canadian 
Pacific and the five individual United States ailwayse 
144, It. is most significant that in this ten year period 
the operating ratio for all Canadian railways has been higher in 
every year than for United States Class I railways by from 2.3 to 
13.1 points. 
145. Again it will be observed that the five individual 
United States railways have enjoyed generally lower operating ratios 
than the Canadian Railways apart from the years 1945 and 1946, when 
the effects of reconversion, a prolonged coal strike and the very 
large increase in wages produced even more unfavourable results for 
certain of the United States carriers than in Canada. This condition 
was ameliorated by the action of the Interstate Commerce Commission 
im authorizing the substantial freight, rate increases in Ex Parte 162 
effective lst January, 1947. 
146. When it is considered that normally nearly fifty per- 
cent of every revenue dollar is paid out in employeest wages, it 
must be obvious that the United States railways, with their higher 
rates of pay, could not have achieved these comparatively favourable 
results without the advantages they possess over the Canadian rail- 
ways in freight rates, density of traffic and lower cost of supplies; 
while the necessity in each country within its own particular 
economic framework for correlation between freight rates and wage 
rates is shown in the very unsatisfactory results recorded in 1946 
for the Uniteec States railways after the wage increases made 


effective during that year. 


OT a 
147. These comparisons of operating ratios, reflecting 
as they do all these contributing factors, are a clear proof of the 
substantially different economic conditions under which the rail- 


ways of Canada and of the United States are operated. 


General Economic Comparisons 


148. The differences in economic factors specifically 
affecting the railways in Canada and the United States have been 
examined in some detail above. These are, however, only aspects 

of differences existing in more general factors affecting the whole 


economies of the two countries. 


149, In considering a claim that wages of employees of Wages 
other 
railways in Canada should be the same as those of employees of U. Se 
indus- 
railways in the United States, it is natural to consider the tries 
higher 
relations existing between the wage scales in effect in the two than 
Canada 


countries as a whole. 


150. Railways! Exhibit No. 17 shows average hourly earn- Manu- 
factur= 

ings in manufacturing in Canada and in the United States as at ing 
hourly 

the beginning of 1945, 1946 and 1947 and for lst October, 1947. earnings 


It will be observed that the. latest figures show a differential 
of 41% cents per hour, or 49.8 percent, between the hourly earn- 
ings in manufacturing in Canada and the United States, 

Dei The increase of 154 cents per hour granted non- 
operating employees in the United States effective lst September, 
1947, was related to the alleged recent development in that 
country of "pattern" increases of 15 cents per hour. It will be 
observed that the increase in hourly earnings in manufacturing in 


the United States from lst January to lst October was 10 cents; 
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if a further rise of five cents is necessary to complete in manufac- 
turing industry the pattern on which the railway increase was based, 
it is clear that the differential of general hourly wage rates in 
Canada below those in the United States is very substantially greater 
than the amount indicated for railway employees in the employees! 

own demand for 35 cents per hour. 


152. In Railwayst Exhibit No. 18 figures are given for 


average weekly earnings in various industries in Canada and the 
United States as at lst October, 1947. It will be noted that the 


, 


excess of weekly earnings in the United States over Canada for all 
manufacturing industries was 32.7 percent as compared with 44,0 per- 
cent for steam railways, the latter figure reflecting the very sub- 
stantial wage increase secured by non-operating employees of United 
‘Stetes,railways effective at the beginning of Septembere The indivi- 
dual industries show considerable variation; the nearest approach to 
a so-called parity in rate is in pulp and paper, an industry with 
peculiar economic advantages in Canada, where the excess is only 11.4 
percent; but in printing and publishing, although international 
unions are largely concerned, the excess is 59d percent. 

153. The comparison is particularly striking in regard 

to mining. Coal mining is a highly unionized industry in which 

the United Mine Workers is dominant in both countries. However, 

so far from there being parity in wage rates, the bituminous coal 
miners in the United States receive $26.73 per week in excess of coal 
miners in Canada, or 60.5 percent. This reflects the relatively 


unfavourable economic conditions governing coal mining in Canada. 
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154. On the other hand, metal mining is relatively 
favourably situated in Canada and this is reflected ina wage 
differential of only $8.85 per week, or 18.4 percent. 
155, It is apparent, therefore, that throughout the 
whole industrial structure of the two countries wage differen- 
tials exist, the magnitudes of which are related to the different 
economic situations of the industries in each countrye The 
development of these differentials is a measure of how far the 
trend of wage rates in the two countries has been a divergent 
oné as a result of their differing national economic situations. 
156. This difference is clearly illustrated in Railways! 
Exhibit No. 19 in which national income per capita is shown for 
the years 1929-1946 for Canada and the United States. In consider- 
ing this exhibit it must, of course, again be borne in mind that 
a comparison of the national income of Canada as expressed in 
Canadian dollars with that of the United States as expressed in 
dollars of that country cannot be treated as reliable any more 
than a comparison of Canadian wages in Canadian dollars with 
United States wages in United States dollars. 
157.6 In Railways! Exhibit No, 19 however, the national 
income of Canada has been expressed in terms of United States dol- 
lars at the rate of exchange officially prevailing from time to 
time for convenience in making a comparison on this arbitrary basis. 
L586 This comparison shows an excess over Canada in 
national income per capita enjoyed in the United States, in terms 
of United States dollars,which has increased from 29 percent in 
1930 to an estimated 73 percent in 1946, This comparison empha- 
sizes the fallacy of any attempt to define wages in one country 


in terms of the currency of another country where there is no 
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common denominator of value, and where economic policies, which 
must of necessity affect the value of the currency of each in the 


currency of the other, differ in vital and alleimportant respects. 


159. The economy of Canada, as has been stated before, is World 
trade 

founded on the exchange of a limited number of primary or semi~ founda- 
tion of 

processed commodities for a large variety of imports not available Canadian 
economy 


or not produced in Canada, The dependence of the economy on this 
interchange of goods is shown in Railways! Exhibit No. 20, which 
compares the total value of export and import trade for Canada and 
the United States with the respective national incomes for the years 
1929, 19.37 

$O2B, b8S6 and 1946, Proportionately foreign trade is more than four 
times as important to Canada as it is to the United States - in 1946 
more than six times - and its volume is more than forty percent of the 
national income. 

160. In normal times the primary products of Canada must be 
sold on a world market at a price set in competition with other pro- 
hots countriese It is clear that Canadian costs must be governed 
by prices obtained in world markets and, with so large a portion of 


national income devendent on foreign trade, the whole wage structure 


must be related to the returns from such trade, 


161. At the present time a considerable proportion of Canada 
must 

Canada's export trade is not resulting in goods being made sell in 
dollar 

available for import, while imports required from the United markets 


States greatly exceed the dollar earnings from exports which 
bring in United States dollars. In the circumstances, the mains 
tenance of anything approaching the present standard of living in 


Canada, pending the restoration of a trading system by which 
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Canada can offset a favourable balance with the rest of the world 
against a deficit with the United States, is dependent on Canada's 
ability to sell for United States dollars, either by surmounting 
tariff barriers of the United States or in competition with United 


States products in other countries, 


162 6 To define the wages of so large a proportion of the Wage 
levels 

Canadian working force in terms of wages established by the United control 
ability 

States in United States currency could only put in motion a series to 
export 


of demands that other prices and wages in Canada should be similar- 
ly established, The effect of any such move would be to restrict 
seriously the capacity of Canada to sell her exports in dollar 
markets - and eventually on world markets - and so make inevitable 

a serious and painful contraction in the Canadian standard of living 


until her products were once more available at a competitive price. 
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B. COST OF LIVING 


163. The second claim put forward by the employees in 
making their demand to the railways was that the increase requested 
was necessary to meet the recent increases in the cost of living in 
Canada. 

164, In dealing with this claim it is desirable to review 
in more detail the history of increases in wage rates received by 
railway employees in Canada since 19359. 

165. Generally speaking the rates of pay in effect for 
organized groups of railway employees at the outbreak of the war 

in 1939 were those that had been established through collective 
bargaining during the period 1926-1929. In 1940, when the Govern- 
ment first promulgated the basis for a cost-of-living bonus adjust- 
ment to meet rises in prices, the wage levels established in the 
period 1926-1929, or any higher levels subsequently established, 
were specifically recognized as fair and reasonable and as constit- 
uting a standard for the adjustment of rates considered to be unduly 
low. 

166. The cost-of-living bonus was made applicable to 
railway employees lst June, 1941, in the amount of $1.93 per week. 
At this time all organized groups of employees signed agreements 
covering the application of the cost-of-living bonus to them. 

These agreements were to remain in effect for one year from the 
date of proclamation of peace and thereafter subject to termination 
by thirty days' notice, subject to any legislation or other govern- 
mental action which might alter the bases on which they had been 


reached; they provided that the basic rates of pay and agreements 
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covering working conditions then in effect would continue for the 
life of the agreements. The master agreement in this regard is 
shown as Railways' Exhibit No. 21. In effect, the agreements for- 
mally recognized that the rates of pay and conditions in force at 
that time were basically fair and reasonable, apart from the necess- 
ity of emergency adjustments to meet wartime increases in the cost 
of living. This was in accord with the fundamental basis of the 
Government's cost-of-living bonus policy. 

167. In 1943, as has been mentioned, the various organi- 
zations representing railway employees served notice of their desire 
to open their agreements for adjustment of wage rates by an amount 
sufficient to bring them to an equality with rates of pay estab- 
lished in the United States. This request was argued at consider- 
able length before the National War Labour Board whose Finding and 
Direction, Case File N-1300, together with Reasons for Decision, R.D. 
242 .(Railways' Exhibit No. 5) was issued 3lst July, 1944. As stated 
previously in paragraph 75, the Board found no justification for a 
comparison with rates of pay in effect in the United States but did 
find, after an exhaustive study of wage rates paid by representative 
industrial and other establishments in all parts of Canada, that in 
its opinion the employees were entitled to an adjustment of 6 cents 
per hour or 412.48 per month. It accordingly directed the railways 
to make an adjustment of this amount in wage rates effective from 
15th September, 1943. 

168. Fffective 15th February, 1944, the cost-of-living 
bonus was incorporated in basic rates of pay in the amount then 


effective of $4.60 per week or %19.93 per month. 


6 cent 
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169. During the latter part of 1945 and the early months 10 cent 
increase 

of 1946, notices were received from a majority of the organizations 1946 

representing railway employees for increases in wage rates and, in 

many cases, adjustments in working conditions involving considerable 

expense. Certain of these applications had progressed to the point 

of being placed before the National War Labour Board, but the Board 

took the step of referring them back-to the organizations with the 

suggestion that it might prove possible in joint negotiation of all 

employee orgenizetions with the railways to reach agreement on a 

satisfactory general wage settlement. Such negotiations were under- 

taken and resulted in an agreement between the Canadian Nationel 

Railways and the Ontario Northland Railway and their employees for a 

wage increase of 10 cents per hour or “20,80 per month. It was, how- 

ever, impossible for the Canadian Pacific Railway and certain other 

privately owned lines to participate in this settlement without some 

guarantee that additional revenue would be forthcoming to meet so 

large an Prorenne in expense, 

170. The agreement covering employees of the Canedian 

National Reilways and the Ontario Northland Railway was submitted 

to the Board for its approval and at the same time the employees 

requested the Board to direct the Canadian Pacific and the other 

railways concerned to grant the same increase to their employees as 

had been granted by the Canadian National and the Ontario Northland. 

The Canadian Pacific was forced to plead inability to pay without 

there being some guarantee of it receiving additional revenue, but 

nevertheless was directed by the Board to put into effect the same 


increase as had been granted by the Canadian National and the Ontario 


Northland. 
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171. As a result of these increases the wages of Cana- Real 
Wages 

dian railway employees have since 1939 been increased generally by 1947 

26 cents per hour or $53.21 per month. The effect of this on rates Nee 

of pay for individual classifications is shown in Railweys! Exhibit ve 

No. 22, together with the "real" wage rate obtained by adjusting the 

money rate of pay for changes in the cost-of-living index. The index 

for real wage rates is shown both on the basis August 1939+100 and 

the basis 1926-1929=100, to relate the real wage to the period when 

the wage rates in effect in August, 1939, were established as a 

result of free collective bargaining between the railways and their 

employees. 

172. It will be observed that on the basis August 1939s 

100, the effect of the uniform money wage increases has been that 

employees in lower-paid categories still enjoyed a higher real wage 

in December, 1947, than in August, 1939, although those in higher- 

paid categories were receiving in some cases real wage rates below 

those enjoyed in August, 1939. When present wage rates are related 

to the cost of living during the period 1926-1929 it is clear that 

railway employees still enjoy a substantially higher standard of 

living than they obtained in the period when wage rates were last 

determined by free collective bargaining. In the categories shown 

‘the improvement ranges from 11 percent for a machinist to 34 per- 

cent for a line sectionmane 

173. The average hourly rate of railway employees (ex- 

eluding executives and officials) in 1939 was 64.3 cents per hour. 

In 2947, the average hourly rate is estimated as 92.7 cents, an 

increase of 44.2 percent. At Ist December, 1947, the cost-of-living 


index stood at 146.0 or 44.8 percent above the level of August,1939. 
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It will be observed that the increase in the cost of living is only 
fractionally greater than the rise in the average hourly rate. At 
2nd January, 1948, the index was reported as 148.3, representing a 
rise of 47.1 percent over August, 1939, To restore the average 
real wage to the level of 1939 on this basis would require an in- 
crease of approximately 2 cents per hour. It must be remembered, 
however, that the money rates of pay in effect in 1939 were those 
established in the period 1926-1929, and the fall in the cost of 
living from that period to 1939 of approximately 17 percent had 
resulted in a substantial increase to the employees in real wages 
unrelated to any negotiated change in money rates of pay. 

174. In Railways! Exhibit No. 23 is shown average 

annual compensation for different classifications of employees for 
the year 1946, as compared with 1939 and the average for the years 
1926-1929. In considering this Exhibit it must be remembered that 
the increase of 10 cents per hour, or $20.80 per month, was effect- 
ive only from lst June, 1946. As a result the average annual earn- 
ings for 1946 do not reflect the full amount of this increase on 
an amnual basis and it may be anticipated that the figures for 1947, 
when available, will be Ces higher. 

175.6 It will be observed that the average annual compen=~ 
sation for all employees sn 1946 was 42.0 percent greater than in 
1939, as compared with an increase in the cost of living of only 
21.8 percent. While the latest index for the cost of living at 

end January, 1948, was 148.5, an increase over August, 1939, of 
47.1 percent, as pointed out above average annual compensation 

in 1947 will reflect over a full year the increase made effective 


from lst June, 1946. It is clear, therefore, that even on the basis 
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of the present cost of living most employees still enjoy an advan- 
tage in the purchasing value of their average annual compensation 
above that of 1939, which, in turn, was substantially greater than 
the average for the years 1926-1929, after allowing for the inter- 
vening fall in the cost of living. 

176. Of the groups primarily concerned before this Board, 
namely maintenance of way, maintenance of equipment ani transpor- 
tation, the lowest percentage increase is shown by the transportation 
groupe This is, of course, related to the substantially higher 
average annual compensation enjoyed, as the absolute money increase 
in compensation was considerably larger for this group. This greater 
increase in compensation is due to the Pa eae ae this group of 
train and engino service employees, most of whom are paid on a mile- 
age basise The earnings of these classes are shown separately in 


more detail in the Exhibit. 


177. In applying uniform increases expressed as so many Effect 
increase 

cents per hour or per day to employees paid on a mileage basis, the mileage- 
rated 

amount of the increase has been added to the amount specified in employees 


the agreements as the rate of pay for a haric or minimum day. In 
practice, however, at present day speeds of train ope ration, these 
employees can perform the equivalent of a basic day's work, or 

100 miles, in substantially less than eight hours and normally 

are paid for considerably more basic days in a month than there 

are calendar days. As a result the increased monthly compensation 
for a given increase in the basic daily rate is greater than for an 
employee paid on a straight time basis, owing to this excess of 


basic days over calendar working days paid for. 


“8S = 
178, In the incorporation of the cost-of-living bonus 
in the basic rate, as this was specified as a weekly bonus, the 
adjustment made was one intended to produce under normal minimum 
conditions in each class of service a weekly or monthly adjustment 
equivalent to the amount of the bonus at the time of incorporation. 
The wage increases of 6 cents per hour in 1943 and 10 cents per hour 
in 1946, however, were applied to the rate specified for the basic 
or minimum day, and resulted in an increase in monthly coinpensa~ 
tion for these mileage-rated employees in excess of that received 
by employees paid on a straight time basis. 
179.6 The aotual Breet of the increases since 1939 on 
compensation of employees paid on a mileage basis is shown in 


Railwayst Exhibit No. 24, where the earnings in actual assignments 


are given on the basis of the rates in effect in 1939 and exist- 
ing rates. It will be noted that increases in monthly compensation 
vary from $58.33 on a passenger run involving payment of a premium 
to make up the monthly guarantee to a maximum of $85.85 in the case 
of a passenger trainman making 6461 miles and $83.66 for a fireman 
in passenger service paid for 4727 miles in the month. This com- 
pares with the increase of $535.21 per month received by the 


employees paid on a time basis if no overtime is worked. 


180. The principle of adjusting wages to meet changes Cost of 
living 

in the cost of living, while adopted by the Government to meet should not 
determine 

the special purposes of its wartime economic policy, is one that wage 
increases 


requires very careful analysis in regard to its validity in 
peace time, and particularly in relation to a period of price 
adjustments such as are now taking placee This question has 
been analysed in some detail by Dre Sumer He. Sliehter, the 


/well known economist of Harvard University, and the following 
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is quoted from his "Basic Criteria Used in Wage Negotiations" ;- 
"2. CHANGES IN COST OF LIVING 


"In periods of rising prices, unions are likely to 
support their wage demands in part by asking that wages 
be raised in proportion to the advance in the cost of 
living. A rise in the cost of living is equivalent to 
a cut in real wages. It means that the purchasing power 
of wages is dropping. 


A POLICY OF RAISING ALL WAGES TO COMPENSATE FOR 
A RISE IN LIVING COSTS WOULD BE SELF-D3FRATING 


"The proposition that wages be raised at least in 
proportion to the advance in living costs seems fair 
and reasonable, at first glance, but it needs careful 
appraisal. A rising cost of living means that the 
demand for goods at existing prices is outrunning the 
supply. Increases in wages are likely under many con- 
ditions to raise the demand for consumer goods without 
increasing the supply. This effect is most likely to 
occur when business concerns have large accumulated 
orders so that a rise in wages does not diminish employ- 
ment, when enterprises are disposed to increase inven- 
tories in anticipation of higher prices, and when there 
is a large accumulated demand for goods by business and 
consumers (for example, the result of a severe depression 
or a war) which is not sensitive to advances in prices. 
Under these conditions increases in wages would make 
demand outrun supply more than ever and thus make the 
cost of living continue to rise. Labour could be com- 
pensated for a rise in the cost of living without pro- 
ducing an offsetting rise in the cost of living pro- 
vided output per man-hour was being increased by im- 
provements in technique or in personal efficiency. 


"Tf some enterprises raise wages because of increases 
in the cost of living, maintenance of equitable wage re- 
lationships between firms will require that all concerns 
be permitted or required to raise wages as living costs 
advance. But if all concerns raise wages, living costs 
will be pushed up still more. Consider what would hap- 
pen if the incomes of ell groups in the community were 
raisei to compensate for higher living costs. This 
would add nothing to the output of goods. The same flow 
of food, clothing, and shelter would be distributed to 
the same people in the same proportions. 


"These facts point to the need of a national wage 
policy which would treat a rising cost of living as a 
reason for temporarily permitting no wage increases ex- 
cept for certain special reasons, such as the correction 
of inequalities or the attraction of workers into certain 
industries where lagging production was creating a 
“bottle neck", However, neither employers nor unions 
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"would tolerate the enforcement of such a policy in tiie 
of peace. Consequently, if increases in the cost of 
living are not to cause upward wage-price spirals, em- 
ployers and unions must prevent them by increasing out- 
put per man-hour,. 


SHOULD WAGES RISE WHEN THERE 
IS A GENERAL PRICE INFLATION? 


"The wage problems presented when the economy exper- 
iences a rapid and substantial rise in prices as a result 
of a super-abundant supply of money or from other causes 
are different in degree but essentially the same in kind 
ae Tnese raised byia rise in the cost of living. The 
rise in prices increases the productivity of labour in 
terms of dollars and thus increases the demand for labour. 
Competition among employers to expand the scale of employ- 
ment pushes up wages. 


"The rise in wages does not increase the supply of 
goods. Hence it does not raise the standard of living of 
the community as a whole. In periods of inflation the 
proportion of the national income going to business owners 
and self-employed rises and the proportion going to employ- 
ees drops. Wage increases may limit to some extent the 
drop in the proportion of the national income going to 
employees and thus, other things being equal, limit the 
harmful effect of inflation upon the standard of living 
of employees. The qualification "other things being equal" 
is important because the crucial question is whether the 
rise in wages aggravates the process of inflation itself. 
To the extent that the rise in wages accelerates the ad-~ 
vance in prices, it reduces the proportion of the national 
income going to employees and it makes the ultimate coll- 
apse of inflation more severe. 


"In the early stages of inflation a rise in wages pro- 
bably stimulates the rise in prices. It does this by in- 
tensifying and spreading expectation that prices will go 
higher. So long as the inventories of business concerns 
are small or only moderately large and so long as accumu- 
lated demand is great, stronger and more general expect- 
ations of higher prices stimulate buying. Eventually, 
however, expectations of higher prices become less and 
less effective in stimulating buying. This happens because 
inventories gradually get built up in anticipation of higher 
prices, because accumulated needs are gradually met, be- 
cause needs for equipment are anticipated some months ahead, 
and because many enterprises incur about as much indebted- 
ness at the banks as they care to have or as the banks are 
willing to let them incur. These same conditions which 
make buying policy less sensitive to expectations of higher 
prices also tend to change expectations themselves and to 
lead many business men to expect prices to level off or 
even to weaken. 


Abra, 


i ¥ fe *, 
ae DD anon Bis 
SRA Aine teak 


i 4 ‘arn yee oh 12 
Pane e 
Wa) Aa 


ae \fage 
Se 
ity 


wii 
xl 


=- 66 = 


"At this stage of the inflationary expansion of 
business, wage increases gradually lose their capacity 
to strengthen expectations of higher prices. On the 
contrary, at this stage wage increases arouse expecta- 
tions of smaller margins between costs and prices and, 
therefore, of lower profits. They cease to be an in- 
flationary influence and become a deflationary one. 


"Refusal to grant wage increases at the time that 
they are an inflationary influence would, to a small ex- 
tent, discourage the inflationary expansion, The con- 
trol of inflation, however, must be accomplished in the 
main by credit policy, tax policy, the management of the 
public debt, and curtailing government spending. The 
principal advantages of conservatism in granting wage 
increases during the inflationary expansion are realized 
after the collapse has occurred. The enterprises which 
were conservative in reising wages find themselves,after 
the collapse of prices, with more favourable cost-price 
relationships than other concerns. They are able to pro- 
duce on a larger scale and find it less necessary to cur- 
tail expenditures on maintenance and replacements - in 
short they are able to give more employment. Furthermore, 
the concerns with reasonably favourable cost-price relation- 
ships are in a better financial position to go ahead with 
plans for product development, for introducing new lines, 
and for making improvements to their plants. The execu- 
tion of these plans means, of course, more employment. " 


181. These considerations outlined by Dr. Slichter are 
the more important in that the contention is advanced by the 
employees that the real wage made effective by the increase of 
lst June, 1946, is that which should be guaranteed in the face 

of rising prices, rather than the real wage established when the 
rates in effect prior to the war were set by collective bargain- 
ing in the period 1926-29, or even the real wage in effect at the 
outbreak of war in 1939, which had been increased by 20 percent 
over that of 1926-1929 as a result of the inated ng eae in 
prices. 

E82. It must be remembered that between 1939 and 1944 
the employees, as a result of the Government's wartime policy of 
wage and price control, were to a large extent shielded from the 
effect of rising prices by the cost-of-living bonus. When this 


was incorporated in basic wage rates effective 15th February, 


Basis em- 
ployees! 
contention 
re real 
wage 


Previous 
increases 
not related 
to cost of 
living 


Don call tite? 
Piprty we 
death 


OLS, iy 
hl aa 


HAPTER a Po 
iy oe TAG ads 


HON itp Wa 
vate Panwigar tig ah hiya f 
: bo bi ‘ 


RCA a a ea 
ry) 4 '’ : 


biota. to, A See ob aiken ee miami et 
RRR 00! Ribas aac 


EET Be O's een tee 


% 


1944, the cost-of-living index stood at 118.9, At this time the 
employees' application for a wage increase was before the National 
War Labour Board and resulted in an increase of 6 cents per hour. 
This increase was in no way related to a rise in the cost of living, 
but was based on the Board's survey of wages in outside industry. 
183. The wage increase effective lst June, 1946, was 
negotiated between the Canadian National, the Ontario Northland, 

and their employees in Aucust, 1946. At this time the cost-of- 
living index was 125.6, or 6.7 points above February, 1944. On 

the basis of the cost-of-living bonus formula this rise in the 
cost-of-living index would have involved an increase in the bonus 

of 1.75 per week, or substantially less than the increase in 

wages of $2.88 per week already granted by the National War Labour 
Board. On the basis of maintaining the same real wage as was in 
effect in 1939, the rise in the cost of living since August, 1959, 
would have justified an increase in the average hourly rate of 16 
cents, or exactly the emount of increase already reccived as @ 
result of the incorporation of the cost-of-living bonus in the 

basic rate and the award of the National War Labour Board in Case 


File N-1300. 


184. It is clear, therefore, that the increase of 10 Employees! 
contention 

cents per hour agreed to in August 1946, was not based at all must have 
inflation- 

on the increase in the cost of living +o that date. It was in ary effect. 


fact related to the alleged development of "yattern" increases 
in disputes in progress in certain other industries. To argue, 
now that the cost of living is rising largely as a result of the 
wage increases granted in the development of that pattern, that 
the real wages of the employces should be maintained by means 


of further wage increases based on this rise in the cost of 
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living is only to feed fuel to the fires of inflation, 


185% In his recent book "The Economic Problem in Peace and 


War", ur. Lionel Roboins, Professor of ZSconomics in the Univer sity 


of London, writes as follows:-= 


"But I think we are all in agreement that if, in 
a state of fairly high activity, there is a rise in the 
general level of wages, unaccompanied by a commensurate 
increase in productivity, then, either unemployment must 
develop, or there must be some degree of inflation," 


186, The truth of this observation is well exemplified 


in the results of the many wage increases granted during 1946 and 


1947. 
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C. WAGH COMPARISONS WITH OTH#R INDUSTRISS 


\ 


87. Railways' Exhibit No. 25 shows the average hourly 


earnings of hourly rated wage earners in manufacturing over the 
period from lst November, 1944 to 1st November, 1947. It will 
be seen that after the end of the war in Europe these average 
hourly earnings declined between May and December, 1945, by 35 
cents and did not recover to the level of May, 1945, until lst 
September, 1946, Since that date they have risen steadily and at 
lst November, 1947, they were 14.2 cents above the level of lst 
September, 1946, 

188, In the case of railway employees their average 
hourly earnings did not suffer an equivalent reduction to that 
which oceurred in industry after the war due to less overtime 
work and changes in Sccupation consequent upon the return to 
peace-time production. Moreover, in Ausust, 1946, the Canadian 
National and the Ontario Northland railways agreed with their 
employees on a wage increase of 10 cents per hour effective fron 
Ist June, 1946, this increase being made effective also by the 
Cenadian Pacific and other railwoys. This resulted in an approx- 
imately equivalent rise in average hourly earnings of railway 
employees and this rise should be compared with the increase 
shown in the Exhibit in average hourly earnings in manufactur- 
ing since lst September, 1946, or above the level established in 
May, 1945, Making such a comparison it will be seen that average 
hourly earnings in menufecbturing did not show an increase over 


shis Jevel of as mich es 10 cents until July, 1547. 
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189. It will be apparent, therefore, that railway wage 
earners were placed in a better position than hourly rated wage 
earners in manufacturing as a result of the increase effective 

Ist June, 1946, and that the latter group did not reach the same 
level until July, 1947, 3 

190. This is confirmed by statistics as to average week- 
ly earnings which are shown below;- 


OCGes Octe Ogi. Inc. 1947 Inc.1947 
1947 1946 1945 __ over 1946 over 1945 


Average weekly salaries 
& wages - all menufact- 
uring $37.92 $35.06 Go2,45 $4.86 $5.47 


Average weekly wages 
paid hourly rated staffs. 
All manufacturing 35-86 30.65 50.51 D020 5295 


Average weekly compensa~ 
tion employees (excluding 5 
Gen'l and Misc.) C.P.R. 46.42 41.03 40.65 5439 5079 


(x Excludes effect of retroactive payment of increase of ten (10) 
cents per hour) 


Reilway 
employees 
in 
preferred 
position, 


Comparison 
weekly 
earnings. 


Source - Statistics of Average Hours Worked and Average Hourly Hern- 


ings, October, 1947, Dominion Bureau of Statistics. 

Canadian Pacific Railway figures from monthly reports to 
Dominion Bureau of Statisticse 
It will be observed that not only is the average weekly compensa- 
tion of railway employees greatly in excess of the average weekly 
wage in manufacturing, or of combined salaries and wages, but the 
amount by which weekly compensation of railway employees has in- 
creased since 1945 is slightly greater. 
191. It will be’ recalled that when the cost-of-living 
bonus was applied to reilway employees in 1941 they signed an 


agreement (Kailways' Sxhibit No. 21) recognizing that the basis 
eee 
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of their rates at that time was fair and reasonable. 
in Finding ond Direction of the National War Labour Board, Case 
File N-1300, issued 3lst July, 1944, the Board, after a careful 
and elaborate survey of rates of pay in industry, found no just- 
ification for an adjustment in wages greater than 6 cents per 
hour to restore railway wages to their proper comparison with 


general industrial wages. The course of average hourly earnings 


in manufacturing since November, 1944, shown in Railways! &xhibit 


No. 25, gives no ground for a claim of any disparity developing 


prior to August, 1946. In. the circumstances, therefore, it is 


evident that the rise in average hourly earnings in manufacturing 


subsequent to lst September, 1946, is to be compared with the 


increase received by railwny employees with effect from lst June, 


1946. 
L926 Railways! Exhibit No. 26 shows material in regard 
to the weighted average of hourly wage rates currently in force 


in the ilontresl and Toronto areas and in Central Ontario exclu- 


sive of Toronto, with the comparative rates established for rail- 


way employees in the same classifications, indicating the generally 


close correlation between such rates. 

193. In making compsrisons between railway wage rates 
and industrial wage rates there are certain factors that must be 
borne in mind. The railway rate structure has been developed by 
collective bargaining over a long period of time and recognized 
relationships have been established between rates of pay for 
various occupations. By comparison with outside industry a 


particular race may seem high or low; but its adjustment without 


disrupting established relationships may be impossible without 


Subsequently, earners 
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concurrently changing rates of other occupations which may already 

compare favourably with rates generally peid in outside industry. 

A comparison must, therefore, take into account the general overall 

comparison of rates of pay rather than only wages for specific 

occupations where conditions in outside industry may have caused 

these to be established on a higher level than in railwey service. 

194. A second factor is that for a majority of occupas Railway 
wage rates 

tions railway retes of pay are uniform across the country and where uniform 
across 

certain differentials still survive these are as between Eastern country 

and Western Canada rather than smaller geographical areas. In 

industry as a whole, however, there are marked regional differen- 

tials, and also differentials between very large centres of popu- 


lation and smaller centres in the same general territory. This is 


shown clearly in Reilways! Exhibit No. 26 in the differential existing 


in many cases between Toronto and the industrial areas in Ontario. 
outside Toronto. fgain it is necessary to be guided by the overall 
picture rather than by comparisons in one specific locality if the 
railways! policy of uniform wage rates is to be maintained in the 


future as in the past. 


195. A third factor concerns the mechanical trades in Peculiar 
conditions 

which the work performed can be closely compared with other in- affecting 
mechenical 

dustry. In their wege structure for such trades the reilwnys trades 


have, by agreement with the employees, established one uniform 
rate for the fully qualified craftsman rather than different rates 
for each trade. Also the railwey wage rate structure makes far 
less provision for grading craftsmen in different classes than 


is the practice in other industry. While the railway mechanic 
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is compensated on the basis that he is fully qualified in his 

trade, he may in fact spend a considerable portion of his time 

on work that in industry would be assigned to a second grade 

mechanic, This has been particularly the case with men upgraded 

from helpers! positions as a result of shortages of treined 

mechanics. 

196. An examination of Railways! Sxhibit No. 26 will Comparison 
shows no 


show that in most classifications the rates of pay of the railway decisive 
variation 


~ 


employees concerned vary only by a few cents above or below the 
average rate paid in the highly industrialized seements of the 
Canadian economy covered by this survey. Certain rates paid to 
Grade I craftsmen in Toronto are as much as 11 cents on the 

average above equivalent railwey rates, but these same railway rates 
are paid at all points across Canada where such craftsmen are re- 
quired, without regard to varying local wage standards. 

197. The surveys from which this information was drawn 
were conducted by the Central Ontario Industrial Relations In- 
stitute and the Guebec Industrial Relations Institute end the 

rates shown reflect information available up to the beginning of 
this year. They are based on a representative number of the larger 
firms in the territories covered and the occupations have been care- 
fully matched on the basis of detailed job specifications. 

198. Railways! Exhibit No. 27 shows similar information Compsrison 


clerical 
drawn from a survey of clerical occupations in Loontreal by the Que- occupations 

favourable 
bec Industriosl Relations Institute in which compazrison is made to railway 


with rates of pay in effect in the Place Viger freight office of 


the Canadian Pacific in ‘lontreal, end other comparable rates which 
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have been established by mutual agreement with organized employ- 
ees. It will be observed that in these classifications the rail- 


way rates of pay are almost uniformly higher than the average of 


those paid by industry. 


Loos A careful study of the material in these two Ex- No basis 
Por 
Rkibits will give the Board an opportunity to judge the relative adjustment 
shown 


general level of wage rates of railway employees at the present 
time in comparison with wage rates established for similar occupa- 
tions in industry. While this record discloses some instances of 
particular railway wage rates below the wage rates of comparable 
classifications in other industry, it does not show in the general 
comparison such decisive differences as to form the basis for a 


complete adjustment of the wage scale. 
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Til. EFFECT OF EMPLOY@"S! DwANDS 
Effect on Economic Situation of the Railways 
eee nn OF tne Sai lways 


200, In Railways' Exhibit No. 28 is shown in detail Pers. Cosk of 
Cn oe ee ie incr demands 

the Canadien National and the Canadian Pacific the added costs that 

would be involved in the employees' demands based on hours worked 

in 1946 as reported to the Dominion Bureau of Statistics, also 

the cost of extending similar increases to all other employees 

not represented before this Board. The added cost for the employ- 

ees here represented would be *#95,915,000 per annum end for all 

employees of the Canadian National and Canadian Pacific $152,651,000 


per annum. 


e0l.e By way of contrast with this Stupendous sum of money,Demends 

exceed 

the largest combined net earnings from railwey operations ever largest 
net 


achieved by there railways in any year were those of 1943, amount- earnings 
ing to $142,840,088, before any provision for fixed charges what- 

ever. The employees' demands would, therefore, in their total 

effect absorb the largest net earnings from rnilwsy operations 


ever achieved by these railways. 


202. The present position of the railways, however, is Revenues 
restricted 
far less satisfactory than in 1943, and indeed has already given by rigidly 
controlled 


Cause for grave anxiety. The railways are in the unique position rates 
that they have been operating under rigidly controlled freight 

rates, not merely since the adoption of price control in 1941, but 

Since the outbreak of war in 1939, In the first two years of’ the 

war industry generally had taken full advantage of its freedom to 


increase prices, so that when price control became effective in 


ane 


¥ 


rt at oe ; 


es ee 


December, 1941, industrial prices were frozen at such higher levels. 
Subsequently, increases in the prices of many products were authorized 
by the Wartime Prices and Trade Board, and now price control out- 

side a few limited groups of commodities has virtually disappeared. 
Railway rates, on the other hand, have had no general increase 

Since the outbreak of war in 1939; indeed, they have not been in- 
creased over the level of rates established by the Board of Trans- 
port Commissioners in 1922, and in many instances are substantially 


below thet level due to reductions made prior to 19359, 


2036 By way of contrast, there has been an enormous in- Costs 
have 
crease in operating costs. In the absence of complete figures it increased 
enormously 


has been sstimated that the effect of the cumulative increases in 

wages and in prices of materials since 1939 has been to increase 

the annual railway aperating costs of the Canadian National and the 

Canadian Pacific (not including ancillary services) at 1947 levels 

ef employment and use of materials by-$102,000,000 for wages and by 

$63,000,000 for materials above what would have been the case had the 

1939 level of wages and prices prevailed. The average increase for 

wage rates alane has amounted to approximately 45 percent. 

204. Because of the factors referred to above the finan- Financial 
position 

cial position of the railways hes become gravely imperilled. The imperilled 

trend of railway operating revenues and working expenses and net 


earnings for the Canadian National and Canadian Pacific is shown 


in the following table:- 
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Railway 
Operating 


Revenues 


$383,836, 187 


484,329,392 
590, 988,416 
690,107,477 
711,848, 034 
701,306,700 
646,246,804 
698,528,194 


Infsx 


100.0 
IZ6yc 
154.0 
179.8 
185.5 
1e267 
168.4 
182.0 


Working Expenses 
inelylaxes & Jnte 
19402100 Facility Rents 


8316,331,653 
389,870,852 
474,236,067 
547,267,389 
606,283, 961 
601,047,814 
590, 030,698 
654, 988,462 


Index 
1940 = 100 Zarnings 1940-100 


100.0 


149.9 
173.0 
1O1L7 
190,0 
186.5 
207.1 


Net 


It will be observed that an increase in operating 


revenues from 1940 to 1947 of $314,692,007, er 82 percent, was 


more than offset by an increase in working expenses of 338,656,809 


so that net earnings in 1947 are $23,964,802 or 36 percent lower 


than in 1940, 


206.6 


Despite the strictest economy, the net earnings 


Index 


$87,504,534 100.0 
94,458,540 139.9 
116,752,649 ‘172.9 
142,840,088 211.6 
105,564,073 156.4 
100,258,886 148,5 
56,216, 106 83.5 
43,539,732 64.5 

Deficiency 


in net 
from railway operations of $43,539,732 in 1947 fall short by over sarnings 


$18,000,000 of providing for the railwnys' fixed charges which 


amount to some $62,000,000 without considering any return cn 


their investment for the 


207 


shoreholders or ownerSse 


In addition, amounts must be provided annually for 


improvements and betterments essential to the proper upkeep of the 


property. 


$26,388,000 annuelly from 1922 to 1946, 


208. 


receipt of revenues sufficient to pay operasing expenses and 


It is fundamental that the rsilweys should be in 


Expenditures of this type have averaged approximately 


Reilways 


must heave 


reasonable 


return 


fixed charges, yield a reasonable return to their owners and 


provide for necessary improvements and betterments. 


in 3947, 


on the present basis of tariff rates and wages, the reilways as 


a whole will fell short of meeting their eperating expenses and 
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fixed charges and will have no surplus to provide a return to 

the owners on their investment, or for necessary improvements 
and betterments. The Canadian Pacific alone, while it has 
covered its fixed charges, will from railwey operations, have 
less then one-half of the normal annual expenditure for better- 
ments, without giving consideration to any return at all to the 
owners of the propertye 

209. In order to secure relief from the serious finan- 
cial situetion with which they are confronted the railways made 
application to the Board of Transport Commissioners for Canada 
in October, 1946, for an increase in freight rates, This amount- 
ed generally to thirty percent with certain important exceptions, 
{ncluding particularly rates on the carringe of grain under the 
Crow's Nest Agreement which can only be altered by Act of Parlia-~ 
ment, Many sittings heve been held on this application, both in 
Ottawa and throughout Canada, and extensive evidence has been 
presented on both sides, + decision on this application has yet 
to be made. 

210. The dependence of the Canadian economy on the 
ability of the railways to furnish cheap transportation has been 
eutlined previously. The railways, in making their application, 
were fully sppreciative of this fact and therefore confined it to 
what was necessary to meet only their minimum annunl requirements 
under the conditions existing at the time of application and at 
the current very high level of traffic. 

alle Iuch opposition developed before the Board of 


Transport Commissioners against any rise in the cost of carrying 
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the country's commerce. It would be idle to speculate as to the 
amount of the relief that may be granted, but the decision of the 
Board will be based on the evidence put before it which was nec- 
essarily restricted to the actual current needs of the railweys. 
The fact is here emphasised that the current application was in- 
tended only to afford relief from added costs of operation aris- 
ing out of wage and price increases which had taken place up to 
the time the application was made in October, 1946. This appli- 
cation could not be based on speculation as to possible further 
increases in costs, and any relief which may be granted will not 
be available to meet such possible future costs, but only those 
which had already been imposed on the railways at the time of 
the application. 

él1é. It should be understood that the application of 
the railways is necessarily confined to,freight traffic and even 
in that field is circumscribed. It is the opinion of rsilway 
traffic officers that ae rates for the haulage of passengers 
increased, the loss in rewenue owdng to the diversion of traffic 
to other means of transportation would more than offset the bene- 
fit ©f such higher rates, The carriage of mail by air is 
annually becoming more important, and much express traffic is 
influenced by competition from the parcel post and, more re- 


cently, from air expressSe 


les The application of the Canadian National and Further 
increased 

Canadian Pacific for increased freight rates, if granted in full, costs will 
compel 

was estimated to produce $87,000,000 additional annual revenue further 
rate 


based on the current high level of traffic. This representa an increases 
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increase in total earnings of the two railways from rail opera- 
tions of about 15 percent. Thus in order to produce this in- 
crease of 15 percent in revenue, owing to the different classes 
of traffic on which no increase can for one reason or another 
be made effective, it was necessary to apply for a freight rate 
increase of twice this amount. In view of what has already been 
said of the dependence of the Canadian economy on cheap rail 
transportation, it is clear that the public interest is vitally 
involved in any wage increase which would lead to a further in- 
crease in rail transportation charges. In present circumstances 
if the raalways are subjected to further increases.in their 
wage costs they will be forced again to resort to increased 
charges wherever these can be made effective in order to secure 
the necessary relief. 
214, As compared with the estimated annual increases 
in earnings of $87,000,C00 should the railways! application for 
increased freight rates be granted in full, the estimated annual 
increased costs incurred as a result of increases in wage rates 
and the prices for materials for 1947 over 1959 amount to 
$165,000,000, Even with the full freight rate increase already 
applied for the railways can only hope to carry this enormous 
burden of increased cost by the maintenance of the present high 
level of traffic. Should there be even a moderate decline in 
volume the financial position of the railways wuld again be im- 
perilled in spite of a freight rate increase and apart altogether 


from any further rise in wage and material costs. 
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215. Railways! ‘xhibit No. 29 has been prepared to Certain 
significant 
show diagramatically the trend since 1926 of revenue per net trends 


ton mile, as an index of charges of the railways to the public; 
average hourly earnings of railway employees; percent return on 
investment; and actual amount of investment in the property. 
This Exhibit is a summation of the benefits derived over the 
past two decades from the operation of Canadian railways by 
the three parties concerned - the public, the employees and 


the owners. The conclusions to be drawn from the facts here 


represented are significant. 


eller The traffic in 1946 was the highest of any peacer Unfavour- 
able 

time year on record until then and hans been exceeded by that of returns 
will not 

1947, It is obvious, however, thet the maintenence of traffic attract 
new 

at these record levels is a necessity if the reilweys are even capital 


to meet their current obligations. Certsinly they are in no 
position to attract the new capital needed to modernize the 
railway plent and to lower costs further by taking advantage 

of new technologies. 

217. No agency of trensportation has yet apperred to 
challenge the rsilways in their ability to move goods in quantity 
over long distances at low cost. This is, and must continue to 
be in the foreseeable future, the prime necessity of the Cennadian 
economy. It would, therefore, be most undesirsble for the proper 
development of the Canadian economy that it should not be assured 
of fully adequate transportation services owing to a failure to 
provide conditions that would attract new capital en reasonable 


terms. 


ae sy ae 


218, Already the railways face in 1948 additional ex- §3,500,000 


for 
pense on account of more generous vacation allowances for their additional 


vacations 
employees which will cost them approximately $3,500,000 per in 1948 
ennum.e The railways felt unable to assume this added cost with- 
out knowledge of what relief they might expect from their present 
difficulties by means of a freight rate increase, but they were 
compelled by threat of strike action on the part of the employees 
to grent the increased vacations with effect from lst January, 
1948. This increased expense of necessity did not form part of 
the estimates submitted to the Board of Transport Commissioners 
of expenses already incurred on which any adjustment of rates 


would be based, 


L1G The dispute in regard to vacation allowances was Cost 
must be 
the subject of reference to a Board of Conciliation end Investi- borne 
by public 


gation under the chairmenship of Dr. Alexander Brady. The report 
of this Board, which is attached as Reilweys' txhibit No. 30, 
clearly recognized that the cost of such vacations would have to 
be borne ultimately by the public, but considered that the public 
would expect the railweys to conform in the matter of vacations 
with standerds that would compere favourably with those prevelent 
in other great industries. The attention of the ‘Borrd is drawn 
particularly to the following passages:- 

"The Board is of the opinion thet the request should 
be judged by reference to what is coming to be prevalent 
industriel practice and what is coming to be regarded as 
desireble social policy. The reilweys are great industries 
and vitral factors in the economy of Canada, and hence must 
inevitebly reflect the tendencies prevailing in that 
economy. The issue of capacity to pay arises and is much 


emphasized in the brief of the Railweys submitted before 
the Board. The Board is strongly conscious of the great 
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220. 


difficulties of railway management now and indeed at 
all times. Rigid overhead costs have to be met, 
whereas traffic in the peculiar continental economy 
of Canada quickly end steeply fluctuates. The rapid 
rise in costs incidental to the war and post-war per- 
jods bears heavily upon railwsy menagement. The 
Railwsys properly emphasize in their brief that net 
earnings for the first four months of 1947 are some 
64% less than for the same period of 1946. 


"Nevertheless, the Board is convinced thet these 
finencial difficulties of railway management which 
periodically occur should not be permitted to obscure 
the force in the claims of the Unions for annual paid 
vacations that will compare favourably with those pre- 


valent in other great industries. it believes that the 


public of Canada will expect the Railways to recognize 
such vacations." 


CCC CESK KR eEKC GOH OHH ASC eoee 


"The lucid and excellently prepared brief of the 
Railwnys indicates, prima facie at least, incapacity 
on their pert to absorb the incrensed cost involved 
in accepting this Boerd's recommendation. The Board 
is not, however, unmindful of the fact that an appli- 
cation is presently pending before the Board of Trans- 
port Commissioners for increased freight rmtes and 
suggests that the recommendations herein contained 
be brought to the attention of that Board. But in 
any case the Board would emphasize that an attempt 
to establish the vacations recommended in this re- 
port should be made only through the careful and 
joint efforts of Unions and Companies to reduce the 
burden of such holidays on the operating expenses 
of the Reilways. It is equally in the interest 
of the Unions and Componies that these costs should 
be kept to the minimum." 


In the present crse the costs involved in eny wage Public 


increase are enormously greater, and the fact that they would 


have to be met out of the pocket of the public is even more 


evident. 


any wege 


established and thet it should be subject to wider considerations 


It is, therefore, essential that the justification for 


snerease in such circumstances should have been clearly 


of public policy. 


interest 
parnmount 


Be me 


Effect on Publre Interest 


Gale The railways do not take the stand that it is un- 


desirable for the wages of railway workers to rise, provided that 


the rise is within the capacity of the railways to pay without 


doing injustice to the owners of the properties, that it does not 


establish railway wages on a level out of relation with other 


wages, and that the reilways can obtain suthorization to incresse 


their charges to the public to compensate for sdded costs without 


having those charges rise to a point at which they tend to restrict 


the use of reilwsy facilities or impair the railways! ability to 
provide the necessary cheap transportation. 

Looe In the present case, however, having in mind the 

direct concern of the public in meeting the cost of any rise in 

the level of railwey wages, the reilways must place before this 

Board the fact that economic conditions in Cansda today make it 

most undesireble that there shovld be any considernble wage in- 


crease at the present time. 


Ceo6 Canada, like many other countrics, is experiencing 


a dangerous condition of inflationary pressure on prices. The 
government of Great Britain has described the situation as being 


one of too much money chasing too few goods, and the expression 


is indeed apt to describe the condition existing in Canada todays 


2246 The spiral of wage increases snd price increases, 
intensified in force as these price increases are augmented by 


other fectors, threatens so to disturb the public mind in Cenada 


Inflationary 
dangers in 
economy 


that it is not impossible that the outcome of the present situation 


may be something close to an inflationary panice 
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2206 Thore hangs over the market, as » source of possible 
inflationary pressure at any time, the very lerge savings of the 
people. Given sufficient concern about constant increases in price 
levels, there would be an inevitable and very dangerous tendency 
for the owmers of these savings to experience such alarm over their 
future purchasing power as to lead to wide-spread attempts to con- 
vert these savings into cash and into goods of every sort, In 
such a case an inflationary panic could not be averted, 

eaOr It must be remembered thnt total wage payments in 
Canada are now running nt » rete: of something close to one billion 
dollars per annum in excess of the rate which prevailed a year 

ago. The volume of production of goods and services has not in- 
creased in the same proportion, so it is not to be wondered at 
that prices have risen, and continu» to rise sharplye 

Pav AEE Furthermore, this country, with the backing of 
public opinion in general, is committed to participating in 
efforts to relieve distress in other perts of the world where 
society is threatened with » breakdown which cannot but be of 
vital concern to every citizen of a nation depending so largely 

on world trade for its exist>nce, 

2286 The effect of this commitment on the general 
economy of the country is shovm by the recent agreement between 

the Governments of Canada and Great Britain for furnishing a 
certein volume of foodstuffs at somewhat higher prices then have 
prevailed, in order to meet the price levels which Canadian formers 
sey they must obtein if they are to maintein production. This in- 


volves a sacrifice on the part of the people of Canada which has 
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taken the form of an increase in prices here. This was an in- 

evitable effect, yet public opinion is so alarmed at the result- 

ing rise in the cost of living that there has been a wave of 

protest. 

2296 This is an indication of the danger that would 

result from further rapid increases in price levels at the pre- 

sent time. 

2506 Railway workers, who constitute sight percent Effect of 
rai lwey 

of wage earners employed by industry in Canada, are one of wage 
increase 

the most influential groups in the nation. They are also dis- must be 

& y 

inflationary 

tributed over the whole country and form part of elmost every 

community. Were the present application for wage increases to 

be granted there cannot be any doubt that it would set in motion 

similar applications from other groups of workers. The effect 

would be to engender such rapid increases in costs snd prices 

as to wipe out in a relatively short time any increase in the 

purchasing power of railwsy employees through the consequent 

rise in the cost of living. 

Zool. It has proved impossible to restrain prices from 

rising in existing circumstances, in which already too much 

money La chasing too few goods. Tt is by no means certain that 

the Canadinn economy can carry the burden of providing assist+ 

ance to other countries without experiencing even further in- 


creases in prices before stability is achieved. 


CoL6 The increase in wages now requested would not only 


ane 


if 


directly increase the pressure of money in circulation as a result 
of wage payments, but would give a lead to demends for similar 


incresses in every other industry. 4part from its lack of justi- 


veer 
ry ae 


We ore fi BY Pre ar 
% eee Oe iO LW Ve 
in ae ie RY 
\ ase R 
i J 
hi Pepe igs Wt J 
my } ’ ‘ 
i) 4 « \ fy 
‘ i i Byte 
re ae 
i , 
as , 
50%) yi! 
} ; filet 
i) 
i} Ny i) 
ab 
i, 
uy \ 4 
i Ais bey Layne 1 pa ih 
UN ian 9 Welt in tan 
Mi 
R$ ih 
| : rel 1 . 
| ; 4 
’ ei 1 2 ? 
¢ : i 
7 
i 
; eae 
ty a 
] Cte i 
} 
{ } F : 
} - 
¥ , 4 
ty f hy 
i} / - ke 
at : 12 RAP pat Ra RY SEAR a 
4 : i We a 9 Ci bal 
i h ' \ ee 


sae | ty y 


walt ia ay 


cA Sat Ae 


fication in relation purely to wage criteria, the railweys must 
submit that to grant the employees' request would be most imprudent 
as a matter of public policy and contrary to the interest of 
Canadian citizens as » whole. Moreover, it is not overstating the 
case to say that as citizens of Canada the railway workers stand 

to lose far more by pressing the present defends to 2 conclusion 
than they could possibly eeeuay 


IV CONCLUSION 


2536 This statement has of necessity been a long one. 
The matters placed before your Board are, of an importance trans- 
cending the interest of this one industry and affecting gravely 
the interests of the nation as a whole. Their proper consider= 
ation has demanded that all the relevent facts should be present- 
ed end their implicetions explored. Wes now conclude with a 

estatzment in summary form of certein of the outstanding facts 
end considerations which have led the railweys to refuse the 


request of the employces. 


(1) The economy of Cenada is of e different kind from 
that of the United States and the conditions detsrmining wages are 
fundamentally different in cach country. 

(8) Wage rates in Canada quoted in Canadian currency 
cannot properly be related in any way to wage rates in the United 
States quoted in United Stetes currency. 

ce) The history of the development of railway wages in 
Canada end the United States is one of increasing divergence under 


the influence of diverging economic influences, 
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(4) Increases in wages for railwey employees in the 


oO 


United States have been accompanied by freight rate increases to 
offset the costs involved. 

(5) No general frsight rete incresse hrs been authorized 
in Canada since 1920. 

(6) The gensral level of freight rates jn the United 
States is more favourable to the reilways of that country than is 

the case in Canada. 

(7) Generel economic conditions in the United States 

are more favourable to economic reilwsy operation then in Canadne 

(8) Wages in'all industries in Cennda are lower then in 
the United States, reflecting the fundemental economic diffsrences 
between the two countrics. 

(9) The present real wage of railway employees in Canada 
js higher then in 1926-29, the period when the wege structure in 
effect in 1939 wes developed. 

(10) The real value of average snnuel compensation of 
railwey employees is nbove that of 1939. 

Conk There are grave objections to a policy of raising 
wages to correspond with 1 rising cost of living and » valid compari- 
son of incrense orn only be made from a period of stable relationship 
between prices end wages. 

tac) The compsrison between retes of pay of reilway workers 
in Cenada and those in effect in industry would not justify any ma jor 
wage adjustment, 

(13) Ths demands of the employees involve an added expense 


erenter than the largest net earnin:s ever achieved by the railweyse 
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(14) | The present financial situation of the railways 
precludes their agreeing to any further increase in wage expense. 
(15) Cheap transportation and adequate investment in 
the development of Ee anaper tes oer service are essential to the 
well-being of the Canadian economy. 

(16) The economy of Canada would be endangered by the 


inflationary effects of the wage increase requested. 


2o46 In closing the railways desire to emphasize the 
serious consequences both to the industry and to the national 
economy of an increase in railway wages at this time. It cannot 

be urged too strongly that to warrant an increase the Board should 
be presented with facts in support of a higher level of wages that 
are so significant as to be compelling in their force. Anything 
short of this can offer no justification for a recommendation of 
this Board favouring the demands of the employees and it is 
respectfully submitted that not only according to the merits of the 
case but essentially because it is inimical to the public interest, 


the request should be denied, 


Montreal, February 1948. 
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